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December  22,  1905. 

The  Committee  met  pursuant  to  adjournment.  Senator  Arm- 
strong in  the  chair. 

STEPHEN  M.  SMITH,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows: 

BY  MR.  HUGHES: 

Q.  Mr.  Smith,  are  you  connected  with  the  Mutual  Life  In- 
surance Company?     A.  I  am. 

Q.  In  what  capacity?    A.  Second  assistant  treasurer. 

Q.  How  long  have  you  been  second  assistant  treasurer?  A. 
About  three  years. 

Q.  You  have  been  asked  to  produce  a  statement  of  the  net 
profits  made  from  the  sale  of  securities  by  the  Mutual  Life  In- 
surance Company  during  the  last  ten  years.  Have  you  produced 
such  a  statement  ?    A.  I  have. 

Q.  Is  that  the  statement  ?    A.  That  is  it. 

MR.  HUGHES :  I  offer  it  in  evidence. 
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(Exhibit  829  will  be  found  in  the  Book  of  Exhibits.) 

Q.  On  the  right  hand  of  this  statement  in  the  last  column  are 
certain  items  headed  "Net  credit  to  profit  and  loss  account  from 
securities  sold  year  ending  December  31."  Are  the  items  there 
stated  the  net  profits  on  the  sales  of  securities  for  the  years  menr 
tioned?    A.  They  are. 

Q.  Who  has  charge  of  the  data  from  which  this  is  made  up? 
A.  The  treasurer. 

Q.  And  were  these  items  of  net  profit  on  sales  of  securities 
annually  ascertained?    A.  They  were. 

Q.  And  these  net  credits  were  the  actual  credits  as  ascertained 
and  recorded  here?     A.  They  were. 

MR.  HUGHES :  I  will  refer  to  and  read  upon  the  record  the 
items  as  follows : 

Net  credit  to  profit  and  loss  account  from  securities  sold  year 
ending  December  31 : 

1895 $254,380 

1896 285,031 

1897 688,947 

1898 1,072,770 

1899 2,190,033 

1900 1,461,889 
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1901 i,707>97i      - 

1902 1,279,947 

1903 732,760    ■ 

Q.  That  is  after  marking  off  $500,000  on  account  of  the  naviga- 
tion syndicate  participation  ?    A.  That  is  right. 

MR.  HUGHES  (continuing)  : 

1904 $1,036,410 

September  30,  1905 2,076,291 

Q.  That  last  amount  is  for  the  net  profits  on  sales  of  securities 
in  1905  to  and  including  September  30?    A.  That  is  right. 

Q.  What  report  is  made  or  what  action  is  taken  by  the  treasurer 
after  he  ascertains  the  net  profit  on  securities  sold  during  a  given 
year  ?    A.  It  is  reported  to  the  auditor. 

Q.  About  what  time  does  the  treasurer  complete  his  account  of 
the  net  profits  on  securities  ?  A.  Very  shortly  after  the  first  of  the 
year. 

Q.  And  then  he  sends  a  statement  of  the  net  profits  to  the  audi- 
tor?   A.  Yes. 

Q.  Does  the  treasurer  have  anything  further  to  do  with  the  mat- 
ter?   A.  Nothing. 

Q.  Does  he  have  anything  to  do  with  the  manner  in  which  those 
profits  are  treated  or  with  the  making  up  of  a  statement  to  the 
Insurance  Department  ?    A.  Nothing. 

Q.  So  that  the  responsibility  for  subsequent  action  with  refer- 
ence to  the  booking  of  these  profits  and  with  reference  to  the  report 
of  them  is  with  others  ?  A.  Absolutely,  with  the  exception  of  the 
case  noted. 
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Q.  That  is  with  the  charging  off  of  $500,000  for  navigation 
syndicate?  A.  Yes.  That  was  a  matter  which  related  to  the 
treasury  department  and  was  referred  to  the  finance  committee. 

Q.  And  the  treasurer  in  that  case  reported  that  the  net  profit 
after  such  a  charge  was  $732,760  on  sales  of  securities  in  1903? 
A.  That  is  right. 

CHARLES  A.  PRELLER,  resumed. 

BY  MR.  HUGHES: 

Q.  Mr.  Preller,  did  you  receive  annually  from  the  treasurer 
a  statement  of  the  net  profits  on  sales  of  securities  for  the  pre- 
ceding year,  ending  December  31  ?  A.  Well,  we  generally  re- 
ceived them  quarterly,  Mr.  Hughes. 

Q.  Then  did  you  have  an  annual  statement  which  summarized 
the  statements  for  the  year?  A.  I  do  not  think  we  did,  but 
we  generally  compared  the  figures,  which  might  answer  that 
question. 

Q.  What  time  did  you  get  the  closing  figures  for  the  last 
quarter  of  the  year?  A.  Shortly  after  the  first  of  the  following 
year. 

Q.  And  those  were  furnished  you  in  order  that  the  books 
might  be  closed  for  the  year,  ending  December  31  ?  A.  Yes, 
sir. 

Q.  Did  you  during  the  years  stated  receive  from  the  treas- 
urer reports  of  net  profits  on  sales  of  securities  amounting  to 
the  various  sums  stated  in  the  last  column  in  Exhibit  829?  A. 
To  the  best  of  my  knowledge  and  belief,  we  did. 
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Q.  Now,  did  you  receive  instructions  from  any  officers  of 
the  company  as  to  the  manner  in  which  those  profits  should 
be  dealt  in  on  the  books?  A.  Well,  we  have,  as  has  always 
been  the  practice,  charged  or  credited  them  to  profit  and  loss 
account  on  our  books. 

Q.  You  credited  these  profits  from  sales  of  securities  to 
profit  and  loss  account?    A.    Yes,  sir. 

Q.  You  kept  a  profit  and  loss  account  and  if  you  got  a  profit 
on  sales  of  securities,  credited  it  to  the  account?    A.  Yes. 

Q.  And  if  you  made  a  loss  on  sales  of  securities  you  charged 
it  to  the  account?    A.  Yes. 

Q.  If  you  made  a  profit  on  real  estate,  you  credited  it  to 
the  account?    A.  Yes,  sir. 

Q.  Arid  if  you  had  a  loss  on  real  estate  you  charged  that 
to  the  account?    A.  Yes. 

Q.  The  items  of  sales  of  securities  came  in  to  you  quarterly 
from  the  treasurer?    A.  Yes. 

Q.  And  according  to  your  practice  you  credited  those  to 
profit  and  loss  account?     A.  Yes. 

Q.  Was  it  the  practice  from  time  to  time  to  mark  down  the  items 
of  real  estate  and  charge  profit  and  loss  with  adjustment  items 
against  the  profits  realized  from  sales  of  securities?  A.  Yes, 
sir. 

Q.  How  long  had  that  been  the  practice  of  the  company? 
A.  Well,  as  far  back  as  I  can  remember,  before  my  time. 

Q.  From  whom  did  you  get  the  instructions  as  to  what 
amount  you  should  charge  to  profit  and  loss  for  the  purpose 
of  reducing  the  book  values  of  real  estate  ?    A.  The  figures  for 
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the  adjustment  of  the  values  of  real  estate  were  furnished  either 
by  the   president  or  the   vice-president. 

Q.  And  usually  by  the  president?  A.  So  far  as  I  know  and 
can  remember,  Mr.  Hughes. 

Q.  What  was  this  adjustment  that  you  speak  of,  describe 
the  method  that  was  pursued  ?  A.  Well,  I  would  receive  a  mem- 
orandum from  either  the  president  or  vice-president  instructing 
me  to  reduce  the  value  of  the  buildings  on  the  books  of  the 
company  so  much,  whatever  the  items  might  show  as  the  list 
was  furnished.  I  charged  those  to  profit  and  loss  as  the  ac- 
count used  for  that  purpose. 

Q.  Now,  let  us  take  as  an  illustration  the  year  1901:  Is 
this  the  profit  and  loss  account  for  1901  ?  A.  Yes,  sir. 

Q.  And  is  this  the  memorandum  of  the  adjustment  at  the 
end  of  the  year?    A.  Yes. 

MR.  HUGHES:  I  will  ofJer  the  profit  and  loss  account  with 
the  memorandum  of  adjustment  in  evidence,  and  will  have  it 
inserted  at  this  point. 

(Papers  marked  Exhibits  830  and  831.) 

Q.  Now,  for  example,  in  1901,  according  to  the  treasurer's 
statement  furnished  you  there  was  a  net  gain  upon  sales  of  securi- 
ties amounting  to  $1,707,971  ?    A.  Yes,  sir. 

Q.  In  this  profit  and  loss  account  quarterly  there  has  been 
credited  the  profits  on  sales  of  securities  ?    A.  Yes,  sir. 

Q.  And  there  have  been  debited  a  few  items  on  losses  of  sales 
of  securities?    A.  Yes,  sir. 
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Q.  And  the  difference  between  those  items  would  have  given 
$1,707,971  of  net  profit?    A.  Yes,  sir. 

Q.  Now  as  this  account — I  refer  to  the  profit  and  loss  account — 
stood  on  December  31st,  1901,  prior  to  the  closing  entries  you  had 
the  profits  on  sales  of  securities  and  the  profit  on  real  estate  sales 
and  you  had  certain  losses  on  sales  of  securities  and  certain  losses 
on  sales  of  real  estate?    A.  Yes. 

Q.  And  if.  the  account  had  been  closed  in  that  shape  the  bal- 
ance of  the  account  would  have  been  the  actual  net  profit  on  the 
sales  of  your  ledger  assets  for  the  year  ?     A.  Correct,  sir. 

Q.  But  before  closing  the  profit  and  loss  account  you  debited  it 
with  this  item:  "Nassau,  Cedar  and  Liberty  Streets,  $1,350,000." 
Now,  under  whose  instructions  did  you  debit  it  with  that  item? 
A.  Either  the  president  or  the  vice-president. 

Q.  Is  it  the  fact  that  when  you  were  in  a  position  to  show  the 
profits  for  the  year,  those  figures  were  submitted  to  the  president 
or  vice-president  and  then  you  received  instruction  as  to  what  ad- 
justment should  be  made  in  the  closing  of  the  account?  A. 
Yes,  sir. 

Q.  Now,  the  actual  operation  was  that  you  debited  profit  and 
loss  with  $1,350,000,  and  in  that  way  the  net  profits  on  the  sales 
of  securities  and  real  estate  were  reduced  to  $422,560.32?  A. 
Yes,  sir. 

Q.  The  item  of  $1,350,000  was  credited  to  the  real  estate  ac- 
count?   A.  Yes,  sir. 

Q.  Did  you  have  a  separate  account  showing  the  Nassau  street 
and  Liberty  street  building  ?    A.  On  the  books  ? 

Q.  Yes.  A.  Yes. 
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Q.  Then  $1,350,000  was  credited  to  that  account?    A.  Yes,  sir. 

Q.  And  the  book. value  of  that  real  estate  was  reduced?  A. 
Yes,  sir. 

Q.  Did  you  keep  the  original  memoranda  of  instructions  as  to 
how  the  adjustment  should  be  made?  A.  Well,  I  presume  I  did 
— as  I  already  explained,  Mr.  Hughes,  the  profit  and  loss  account 
was  always  Used  as  a  medium  for  making  these  entries  into. 

Q.  Yes.  A.  But  I  certainly  received  the  authority  of  either 
the  president  or  vice-president  for  making  the  adjustment. 

Q.  My  point  is  this,  you  as  auditor  in  keeping  the  pr-ofit  and  loss 
account  would  of  course  ascertain  from  the  proper  authority  what  . 
profits  had  been  made  on  sales  and  what  losses  had  been  made 
on  sales  and  you  would  be  in  a  position  to  close  the  account  on  that 
basis.  But  when  it  came  to  the  point  of  charging  against  those 
profits  some  item  to  adjust  real  estate  values,  of  course  there  you 
had  to  take  special  instructions,  did  you  not  ?  A.  I  received  them, 
to  charge — ^to  reduce  the  value  of  these  buildings  so  much. 

Q.  So  that  as  a  result  of  this,  it  would  appear  from  your  books 
after  making  the  adjustment  entry  at  the  end  of  1901,  that  your  net 
profits  were  $422,560.32  ?    A.  Yes. 

Q.  According  to  profit  and  loss  account,  and  that  the  book  value 
of  the  Nassau  street  and  Liberty  street  building  was  $1,350,000 
less  than  it  would  have  been  if  that  credit  had  not  been  made? 
A.  Right,  sir. 

MR.  HUGHES :  I  offer  in  evidence  profit  and  loss  and  adjust- 
ment account  of  1902. 

(Paper  marked  Exhibit  832.) 
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(Exhibit  832  will  be  found  in  the  Book  of  Exhibits.) 

MR.  HUGHES :  I  offer  in  evidence  the  profit  and  loss  account 
of  1903. 

(Paper  marked  Exhibit  833.) 

(Exhibit  833  will  be  found  in  the  Book  of  Exhibits.) 

Q.  Now,  take  the  year  1904,  we  find  from  the  treasurer's  state- 
ment that  there  was  a  net  profit  on  sales  of  securities  of  1904,  of 
$1,036,410?    A.  Yes,  sir. 

Q.  Now,  the  amount  entering  into  that  total  of  net  gain  for  the 
year  was  found  in  the  profit  and  loss  account  ?    A.  Yes,  sir. 

Q.  But  when  you  come  to  the  end  of  the  year,  you  adjust  it,  and 
you  make  an  adjustment  by  charging  the  profit  and  loss  account 
with  $1,047,625.47?    A.  Yes. 

Q.  And  closed  the  account  by  showing  no  profit  at  all?  A. 
Yes,  sir. 

Q.  No  profit  or  loss  on  sales  according  to  the  closing  of  the 
account?     A.  Yes,  sir. 

Q.  That  was  done  by  taking  into  adjustment  the  entire  credit 
balance  of  the  account  ?    A.  Yes. 

Q.  And  charging  the  profit  and  losses  with  the  equivalent 
amount — that  is  right,  isn't  it  ?    A.  That  is  correct,  sir. 

Q.  Now,  how  did  you  divide  the  $1,047,625.47  among  other  ac- 
counts ?    A.  As  shown  on  that  statement. 

Q.  That  is,  you  credited  to  Nassau,  Cedar  and  Liberty  streets, 
five  hundred  thousand  dollars?    A.  Yes. 
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Q.  You  credited  too—    A.  Philadelphia. 

Q.  What  is  that  ?  A.  I  don't  know  that  is ;  that  is  the  Philadel- 
phia building. 

Q.  To  the  Philadelphia  building,  $427,625.47.  You  credited  to 
the  Boston  building A.  Yes,  sir. 

Q.  One  hundred  and  twenty  thousand  dollars,  making  a  total 
amount  of  $1,047,625.47?    A.  Yes. 

Q.  And  by  those  amounts  respectively  the  buildings  referred  to 
were  reduced  in  book  value  ?     A.  Yes,  sir. 

Q.  Now,  isn't  it  a  fact  that  those  adjustments  were  not  made 
until  the  executive  officers  and  generally  the  president,  had  before 
him  the  results  of  the  sales  of  securities  for  the  year,  so  that  it 
could  be  ascertained  how  much  could  be  credited  to  the  various 
items  of  real  estate,  and  what  could  be  charged  against  the  profit 
and  loss  account?    A.  Yes,  sir.' 

Q.  And  how  was  he  furnished  with  those  items?  A.  By  copy 
of  the — by  balance  of  whatever  there  might  be  to  the  credit  of 
the  profit  and  loss  account. 

Q.  So  was  it  your  practice  to  ^ive  to  the  president  before  you 
closed  the  profit  and  loss  account  for  a  given  year,  a  statement 
showing  the  amount  standing  to  its  credit,  and  wait  instructions  as 
to  its  adjustment?  A.  As  a  rule,  that  is  the  same  figures  might 
come  to  him  through  the  comptroller,  but  it  would  be  the  same 
thing.    The  comptroller  had  charge  of  the  real  estate. 

MR.  HUGHES :  I  offer  the  profit  and  loss  account  and  the 
adjustment  for  1904  in  evidence. 

Paper  marked  Exhibit  No.  834. 
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Q.  Now,  in  1905,  you  closed  the  profit  and  loss  account  and 
struck  a  balance  under  date  of  September  30th  ?    A.  Yes,  sir. 

Q.  Was  that  for  the  purpose  of  furnishing  the  Committee  with 
an  extract  of  it  as  for  that  day,  or  does  it  appear  closed  on  your 
books?  A.  No,  it  is  not  closed— the  account  is  not  closed  now, 
Mr.  Hughes. 

Q.  That  was  the  state  of  the  account?    A.  Yes,  sir. 

Q.  As  of  September  30th,  1905  ?    A.  Yes,  sir. 

Q.  Now,  down  to  September  30th,  1905,  the  actual  profits  on 
sales  of  securities  according  to  the  treasurer's  statement  was 
$2,076,291  ?     A.  Yes,  sir. 

Q.  And  those  amounts  appear  in  items  in  the  profit  and  loss 
account?    A.  Yes,  sir. 

Q.  Credit  and  debit?    A.  Yes,  sir. 

Q.  This  amount  being  the  net  credit?    A.  Yes,  sir. 

Q.  Then  you  have  a  few  items  of  profit  on  real  estate,  a  small 
item  of  debit  upon  real  estate,  and  on  June  30th  you  made  an 
adjustment  entry  of  five  million  dollars  ?     A.  Yes,  sir. 

Q.  To  the  debit  of  that  account.  How  did  it  happen  that  a  debit 
entry  was  made  on  June  30th  in  such  adjustment?  A.  Under 
instructions. 

Q.  From  whom?  A.  I  suppose  either  the  president  or  vice- 
president. 

Q.  Do  you  remember  whether  it  was  the  president  or  vice- 
president?  A.  I  think  it  was  the  vice-president  in  this  case,  but  I 
am  not  positive. 

Q.  Which  vice-president?  A.  Mr.  Granniss.  It  is  my  impres- 
sion, or  my  recollection,  rather,  that  the  finance  committee  or  sub- 
finance  committee  had  something  to  do  with  that. 
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Q.  How  did  you  happen  to  make  such  an  adjustment  entry  in 
the  middle  of  the  year  1905  ?    A.  Under  instructions. 

Q.    Well,  that  had  been  done  previously,  had  it?    A.  No,  sir. 

Q.  Within  your  memory?    A.  No. 

Q.  And  was  there  any  reason  that  was  brought  to  your  attention 
for  doing  it  in  1905?  A.  No  reason,  only  to  make  the  entries, 
that  is  all. 

Q.  Now,  the  way  in  which  that  five  million  dollars  charged  to 
profit  and  loss  was  divided  up  on  the  books,  appears  in  this  adjust- 
ment statement  annexed  to  the  extract  from  the  profit  and  loss 
account?    A.  Yes,  sir. 

MR.  HUGHES :  I  offer  the  profit  and  loss  account  of  Septem- 
ber 30th,  1905,  and  the  adjustment  statement  in  evidence. 

THE  WITNESS :  But  you  understand,  Mr.  Hughes,  that  the 
account  has  not  been  closed. 

MR.  HUGHES :  Oh,  yes,  but  the  item  of  five  million  dollars 
has  been  charged  to  it  ? 

THE  WITNESS  :  Oh,  yes,  sir. 

Paper  marked  Exhibit  No.  835. 

Q.  Now,  it  appears  from  this  adjusting  entry  that  these  five  mil- 
lion dollars  were  distributed  as  follows : 
Cedar,  Nassau  and  Liberty  Streets $2,750,000 
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Boston,  Mass 240,000 

Philadelphia,  Pa 930,000 

Buffalo,  N.  Y 330,000 

Little  Rock,  Ark 10,000 

Sydney  300,000 

Paris  190,000 

Cape  Town 250,000 

Total  adjustments $5,000,000 

Now,  as  the  profit  and  loss  account  stood  on  June  30,  the  charg- 
ing of  five  million  dollars  to  that  account  wiped  out  all  the  profit 
from  sales  of  securities,  and  if  the  profit  and  loss  account  had 
been  closed  at  that  time  it  would  have  been  closed  with  a  large 
debit  balance?    A.  Correct. 

Q.  As  the  account  stands  on  September  30th,  1905,  the  debit 
balance  if  the  account  had  then  been  closed  would  have  been 
$2,898,058.30  as  shown  by  this  extract?    A.  Yes,  sir. 

Q.  Now,  I  have  asked  the  company  to  produce  a  copy  of  its 
annual  statement  for  the  year  ending  December  31,  1904,  and  I 
look  under  the  head  of  income  at  item  26  as  follows — profits  on 
sales  or  maturity  of  ledger  assets  and  I  find  a  blank,  so  that  no 
profits  on  sale  or  maturity  of  ledger  assets  are  reported  that  year 
— that  is  the  fact,  isn't  it?  A.  Well,  Mr.  Hughes,  I  didn't  make 
up  that  report. 

Q.  I  understand  and  I  will  be  glad  to  have  you  explain  that. 
After  you  closed  the  profit  and  loss  account  under  the  instruc- 
tions you  have  stated  you  had  no  more  responsibiHty  with  this 
matter?    A.  No,  sir. 
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Q.  You  have  nothing  to  do  with  making  up  the  annual  state- 
ment ?     A.  No,  sir. 

Q.  Who  does  make  up  the  annual  statement?  A.  The 
actuary. 

Q.  Well,  now,  understanding  that  and  simply  for  the  con- 
venience of  getting  the  matter  on  the  record  we  look  at  the  an- 
nual statement  for  1904  and  we  find  opposite  the  item  profits  on 
sale  or  maturity  of  ledger  assets  a  blank,  nothing  is  reported; 
that  is  the  fact,  isn't  it?     A.  Seems  to  be. 

Q.  And  the  reason  for  that  is  that  in  1904  the  profits  on  the 
sales  of  securities  were  wiped  out  on  the  books  by  the  charge 
of  this  item  of  adjustment  of  $1,047,625.47,  the  various  parts 
of  which  were  carried  to  the  credit  of  certain  real  estate  ac- 
counts?   A.  Yes,  sir. 

Q.  The  result  was  there  was  nothing  on  the  profit  and  loss 
account  shown  as  profit  on  the  sales  of  securities  and  nothing 
went  into  your  annual  report?     A.  Yes. 

Q.  On  the  other  hand  we  find  a  statement  of  ledger  assets, 
book  value  of  real  estate  a  certain  amount,  page  4  of  the  state- 
ment; now  that  reported  the  book  value  of  the  real  estate  after 
these  amounts  charged  against  the  profits  on  securities  had 
been  carried  to  the  credit  of  the  real  estate,  and  the  book  value 
thereby  reduced — that  was  it,  wasn't  it?    A.  Yes,  sir. 

Q.  The  net  result  of  it  was  that  the  profits  on  the  sales  of 
real  estate  to  the  extent  of  these  readjustment  items  were  used 
to  keep  down  the  book  values  of  the  real  property?  A.  You 
mean  the  profits  on  securities? 

Q.  Profits  on  the  sales  of  securities,  I  should  have  said  to  the 
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extent  indicated  by  these  readjustment  items,  were  used  to  keep 
down  the  book  value  of  the  real  estate  ?    A.  Yes,  sir. 

MR.  HUGHES:  Now  I  will  have  the  report  for  1901  pro- 
duced by  the  company  marked  for  identification. 

(Report  marked  Exhibit  836  for  identification.) 

MR.  HUGHES:  And  I  will  offer  in  evidence  so  much  of  it 
as  is  contained  under  the  head  of  income  during  year  1901,  dis- 
bursements during  year  1901  and  ledger  assets. 

MR.  HUGHES :  I  will  mark  for  identification  the  statement  of 
1902. 

(Statement  marked  Exhibit  837  for  identification.) 

MR.  HUGHES :  And  I  will  offer  in  evidence  so  much  of  it  as 
is  the  statement  of  income  disbursements  ledger  assets. 

MR.  HUGHES:  I  will  have  marked  for  identification  the 
statement  of  December  31,  1903. 

Statement  marked  Exhibit  838  for  identification. 

MR.  HUGHES :  I  offer  in  evidence  what  appears  under  the 
head  of  income,  disbursements  and  ledger  asset*. 
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MR.  HUGHES:  I  will  have  marked  for  identification  state- 
ment of  1904. 

Statement  marked  Exhibit  839  for.  identification. 

MR.  HUGHES:  I  offer  in  evidence  what  appears  under  the 
head  of  income,  disbursements  and  ledger  assets. 

MR.  HUGHES :  I  offer  in  evidence  statement  for  1898,  anal- 
ysis of  profit  and  loss  account  and  readjustment  entries. 

Paper  marked  Exhibit  No.  840. 

MR.  HUGHES :  I  offer  in  evidence  statements  for  1899  of  the 
Profit  and  Loss  Account. 

Paper  marked  Exhibit  No.  841. 

MR.  HUGHES :  I  offer  in  evidence  statement  of  1900  Profit 
and  Loss  Account. 

Paper  marked  Exhibit  No.  842. 

BY  MR.  HUGHES: 

Q.  If  you  have  preserved  the  memorandum  of  instructions  which 
you  have  received  I  will  be  glad  to  have  you  look  them  up  and  pro- 
duce them  in  regard  to  the  adjustments — this  practice  went  back  to 
1898?    A.  Yes,  sir;  it  has  always  been  the  practice. 
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Q.  You  must  have  taken  out  a  very  large  amount  of  money— I 
mean  you  must  have  reduced  to  a  very  large  extent  the  book  value 
of  the  main  ofHce  building  by  these  various  annual  adjustments? 
A.  Just  as  shown  in  those  statements  the  book  values  have  been 
reduced. 

Q.  Can  you  remember  approximately  to  what  amount  those  re- 
ductions reach  ?  A.  No,  sir ;  I  cannot  remember,  but  they  are  all 
shown  in  those  statements. 

ISAAC  VANDERPOEL,  resumed. 

BY  MR.  HUGHES : 

Q.  Mr.  Vanderpoel,  you  have  examined  the  profit  and  loss 
account  of  the  Mutual  Life,  have  you  not?    A.  I  have. 

Q.  You  have  been  conversant  with  what  has  just  been  proved 
upon  this  stand?     A.  I  have,  sir. 

Q.  You  have  shown  that  the  Mutual  Life  has  not  reported  to 
the  department  the  exact  amount  it  has  made  on  sales  of  securi- 
ties?   A.  I  have. 

Q.  Why  have  you  not  brought  that  to  the  attention  of  the 
Superintendent  of  Insurance?    A.  May  I  make  an  explanation? 

Q.  Yes. 

A.  The  profits  on  sales  of  securities  are  indicated  in  the 
proper  department,  security  department,  but  for  the  purpose 
of  not  carrying  the  real  estate  we  will  say  at  an  inflated  value, 
getting  it  down  to  as  near  a  three  per  cent,  basis  as  possible, 
it  has  been  the  custom  of  the  Mutual  instead  of  entering  profits 
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on  sales  of  securities  on  the  receipt  in  order  to  maintain  the 
balance  contemplated  by  the  statement  as  between  one  year  and 
another,  the  statement  being  on  the  basis  of  what  the  assets  of 
the  company  were  at  the  close  of  the  year  plus  by  other  receipts 
during  the  following  year,  and  minus  by  their  disbursements,  the 
final  figure  is  what  they  should  have  at  the  close  of  the  follow- 
ing year.  In  order  to  maintain  that  balance,  the  Mutual  Life 
has  instead  of  making  a  journal  entry  or  a  special  memorandum 
that  they  had  marked  down  their  real  estate  not  sold  but  still 
held  in  a  certain  amount  in  order  to  bring  the  same  to  a  lower 
book  value,  they  on  the  other  hand  have  seen  fit  to  make  this 
clearing  show  in  the  profit  and  loss  account. 

Q.  That  is  quite  obvious.  What  I  want  to  know  is,  why  you 
didn't  report  it  to  the  Superintendent?  A.  I  didn't  think  it  was 
necessary  to  do  so. 

Q.  You  know  perfectly  well  that  the  report,  or  rather  the  state- 
ment, called  for  by  the  department  demanded  that  the  company 
state  on  the  one  hand  the  profit  and  sale  of  maturity  of  ledger 
assets,  net  income,  and  on  the  other  hand  the  loss  on  sale  or 
maturity  of  ledger  assets  through  disbursements  ?    A.  I  did. 

Q.  Now,  for  example,  you  have  been  examining  the  Mutual 
Life  this  year,  have  you  not?    A.  I  have. 

Q.  And  you  knew  that  their  last  annual  statement  reported 
no  profit  whatever  on  sale  or  maturity  of  ledger  assets?  A. 
Yes. 

Q.  You  knew  that  was  not  true  because  they  had  made  a 
sales  and  ledger  assets  to  a  very  large  amount?  A.  They  had, 
but  clearing  it  in  that  way. 
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Q.  Of  course,  I  understand  that  they  cleared  it ;  but  the  whole 
object  of  your  report  was  to  get  a  true  and  correct  statement  of 
the  items  called  for,  was  it  not?    A.  Yes. 

Q.  And  you  didn't  get  it.  Why  did  not  you  insist  that  they 
should  reveal  just  what  profits  they  had  made,  and  then  if  they 
wanted  to  mark  down  their  real  estate,  compel  them  to  say  so, 
so  that  the  public  would  know  it,  and  it  would  appear  in  the 
official  reports  of  the  department?  A.  This  was  their  method 
of  crediting  profit  and  loss  with  the  sale  of  those  securities,  and 
charging  profit  and  loss  for  the  sale  of  those  securities,  and 
crediting  real  estate. 

Q.  And  that  is  the  only  statement  you  can  make  about  it?  A. 
That  is  all. 

Q.  How  long  have  you  known  this  was  the  practice  of  the 
Mutual  Life?  A.  Well,  I  could  not  say.  It  has  been  so  for 
some  years. 

Q.  Who  made  up  the  reports  of  the  Superintendent  for  pub- 
lication ;  whose  duty  was  that  in  the  office  ?  A.  The  statistician 
— do  you  mean  these  reports? 

Q.  No,  I  mean  those  that  are  condensed  and  published  in  the 
department  volume?  A.  They  are  made  up  by  several  individ- 
uals.   I  don't  know  just  who. 

Q.  Is  there  some  one  who  had  charge  of  it?    A.  Yes,  sir. 

Q.  Who  was  that?    A.  I  think  a  Mr.  Crippen  at  present. 

Q.You  understand  the  importance,  Mr.  Vanderpoel,  in  receiv- 
ing information  from  insurance  companies  for  the  purpose  of  a 
public  report  that  the  department  should  insist  on  getting  the 
information  exactly  that  it  calls  for,  and  that  the  actual  opera- 
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tions  of  the  company  should  be  disclosed,  do  you  not?    A.  Yes. 

Q.  Did  you  have  anything  to  do  with  making  up  this  form  of 
statement  which  is  now  in  use  ?    A.  I  did  not. 

Q.  Have  you  taken  any  means  to  see  that  the  various  items  in 
these  statements  are  correctly  reported  ?    A.  I  have. 

Q.  But  if  the  balances  are  correct  you  have  not  troubled  your- 
self to  inquire  whether  or  not  through  a  clearing  the  items  of 
losses  are  concealed?    A.  Items  of  losses? 

Q.  Yes,  or  of  markings  down  of  items  of  profit?  A.  Well,  I 
would  not  charge  those  items  to  profit  and  loss,  those  real  estate 
items.  I  do  not  think  this  blank  fits  special  and  certain  cases  of 
insurance  companies.  My  treatment  would  be  if  they  made  an 
adjustment  at  the  end  of  the  year  to  enter  net  or  ledger  assets  at 
the  end  of  previous  year  less  book  value  reduced. 

Q.  Exactly.  In  other  words,  you  could  not  for  a  moment 
doubt  the  propriety  of  their  saying  if  they  made  a  million  dol- 
lars or  two  million  dollars  on  sales  that  they  had  made  it,  and 
then  if  they  wanted  to  reduce  an  inflated  value  or  book  value  of 
their  real  estate  to  show  they  had  reduced  it?    A.  Exactly. 

Q.  Then  the  public  or  those  interested  would  be  able  to  see 
just  what  money  they  had  made,  and  just  what  had  been  done 
with  it?    A.  Yes,  sir. 

Q.  The  present  mode  of  statement  is  in  effect  a  concealment 
of  a  real  estate  loss,  and  a  concealment  of  a  securities  profit?  A. 
Well,  it  is  not  a  real  estate  loss,  Mr.  Hughes. 

Q.  Well,  a  real  estate  marking  down  of  value?  A.  A  real 
estate  marking  down  of  value. 

Q.  Of  course,  I  adopted  loss  because  they  have  headed  these 
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statements  losses.  Now,  the  same  thing  has  taken  place  in  other 
companies?    A.  Yes. 

Q.  Is  it  a  general  practice  ?    A.  I  do  not  think  it  is. 

Q.  In  what  other  companies  has  it  been  done?  A.  Well,  in 
the  case  of  the  New  York  Life,  they  made  a  large  profit  from  the 
sale  of  their  stock. 

Q.  Of  the  New  York  Security  &  Trust  Company  stock?  A. 
Yes. 

Q.  In  1901  they  made  something  over  five  million  dollars,  did 
they  not?    A.  Yes. 

Q.  And  as  has  been  testified  to  here  they  thought  that  was  a 
good  opportunity  to  ^et  rid  of  about  three  million  dollars  of 
agents'  balances  ?    A.  Yes. 

Q.  So  through  a  clearing  the  three  million  dollars  were 
charged  against  the  profits  on  the  sale  of  stocks  and  some  other 
reductions  in  connection  with  real  estate,  and  the  disclosed 
profit  on  the  sale  of  stock  through  the  report  was  only  the  differ- 
ence?   A.  Yes. 

Q.  Did  you  report  that  to  the  Superintendent?    A.  I  did  not. 

Q.  When  did  you  become  acquainted  with  that^fact?  A. 
During  the  exammation  of  1904. 

Q.  Were  you  not  conversant  with  it  earlier?  A.  It  did  not 
occur  earlier — ^I  mean  we  were  not  in  there  from  1899  to  1904. 

Q.  So  you  did  not  become  conversant  with  it  before  your  ex- 
amination of  1904?    A.  I  did  not. 

Q.  So  that  there  may  be  no  inaccuracy  in  referring  back  to 
that,  I  will  read  the  testimony  given  by  Mr.iPerkins  on  that  point : 
"A.  The  profits  on  securities  sold  during  that  year  were  $5,253." 
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541.57;  profits  from  other  sources  $585,545.59,  making  a  total  of 
$5,839,087.16.  From  that  there  were  deducted  agents'  balances 
and  so  forth,  charged  off,  $1,919,734.29,  to  reduce  the  book  value 
of  real  estate,  $843,980.88,  making  a  total  of  $2,763,715.17,  which 
left  a  net  profit  of — is  this  right — ^$3,075,371.99?  Q.  Yes.  A. 
When  that  sale  was  closed  in  1891  we  had  a  profit,  as  we  stated, 
of  five  million  two  plus,  five  million  two  plus.  We  thought  it  a 
good  opportunity  to  take  out  of  our  accounts  items  known  as 
agents'  balances,  amounting  to  one  million  nine  hundred  and 
nineteen  plus,  which  the  insurance  departments  do  not  recognize 
as  admitted  assets,  but  had  always  carried  in  our  companies  and 
others  as  unadmitted  assets,  and  we  thought  it  was  a  good  oppor- 
tunity to  get  on  a  perfectly  sound  basis  in  the  matter  of  those 
balances.  You  understand,  of  course,  that  in  charging  this  off, 
it  was  purely  a  bookkeeping  transaction.  That  in  no  way  means 
that  they  were  lost.  It  simply  means  that  we  thought  it  would 
be  ultra  conservative  to  cease  claiming  any  credit  in  assets  for 
agents'  balances,  and  charged  them  off  in  this  way,  having  made 
this  very  large  sum  in  profit." 

Q.  I  was  in  error,  I  see,  when  I  referred  a  moment  ago  to  the 
amount  of  the  agents'  balances.  They  were  not  three  million 
dollars,  but  about  two  million  dollars?    A.  Yes. 

Q.  Now,  it  appears  that  the  Massachusetts  Department  made 
some  inquiry  with  regard  to  that  and  got  the  particulars.  Had 
you  any  information  when  you  received  the  report  of  the  New 
York  Life  for  1901  as  to  the  disposition  of  the  stock  of  the  New 
York  Security  &  Trust  Company?  A.  On  the  strength  of  the 
annual  statement? 
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Q.  Well,  in  any  other  way?    A.  No. 

Q.  You  had  no  other  information?  A.  No.  As  a  rumor  I 
heard  they  had  made  that  treatment,  but  I  knew  nothing  about 
it  of  my  own  knowledge. 

Cj  Had  you  heard  at  that  time  they  had  made  that  treatment 
of  it  r    A.  That  they  had  not  taken  advantage 

Q.  That  they  had  practically  charged  out  of  the  profits  of 
the  stock  these  agents'  balances,  and  certain  reductions  in  real 
estate  values,  so  that  the  reduced  profits  on  the  stock  was  so 
much  less?    A.  Yes. 

Q.  What  did  you  do  about  that  ?  A.  The  Insurance  Depart- 
ment? 

Q.  Yes.    A.  Nothing  that  I  know  of. 

Q.  Your  attitude  with  regard  to  that  and  other  matters  was 
that  if  the  company  was  abundantly  solvent,  and  its  balances 
were  right,  you  did  not  think  it  necessary  to  go  into  the  details 
by  which  they  were  arrived  at.    Is  that  a  fair  statement?    A.  The 

statement,  I  think The  annual  statement  showed  that  they 

had  marked  down  the  book  value  of  their  real  estate  by  these 
profits,  which  would  have  appeared  otherwise  as  an  income, 
thereby  preserving  the  balance  in  this  statement. 

Q.  In  your  examination  of  the  New  York  Life  last  year  did 
you  examine  the  Hanover  Bank  office  accounts  ?    A.  I  did. 

Q.  Did  you  examine  the  accounts  of  their  syndicate  profits? 
A.  I  did. 

Q.  Did  you  ask  for  the  files  which  would  show  the  corre- 
spondence or  check  off  the  accuracy  of  the  statement  of  profits  ? 
A.  I  did. 


S7SI 


Testimony  of  Isaac  Vanderpoel 

Q.  Then  did  you  discover  that  some  $59,000  had  been  taken 
out  of  a  certain  part  of  profits  upon  a  participation  in  United 
States  Steel  syndicate,  and  only  a  balance  remitted  by  J.  P. 
Morgan  &  Company  ?    A.  I  did  not  see  that. 

Q.  How  did  you  fail  to  see  that  if  you  examined  the  corre- 
spondence and  checked  off  the  items  of  profit?  A.  I  think  I 
took  the  syndicj^te  account  as  it  appeared  on  the  ledger. 

Q.  And  did  not  go  back  of  the  ledger?  A.  And  did  not  go 
back  of  the  ledger. 

Q.  You  did  not  look  through  the  correspondence?  A.  I  did 
not  look  through  the  correspondence,  no. 

Q.  Has  it  been  your  practice  ever  to  look  through  corre- 
spondence in  endeavoring  to  ascertain  whether  items  in  the 
books  are  correctly  entered?     A.   Not  always. 

Q.  In  looking  over  the  Hanover  Bank  office  account  did  you 
discover  $100,000  paid  to  Andrew  Hamilton  in  March,  1904? 
A.  I  did  not. 

Q.  There  were  two  items,  I  believe,  one  of  $55,000  and  one  of 
$45,000  in  the  account  in  the  ledger  No.  3,  known  as  the  Hanover 
Bank  office  account.  Did  you  not  examine  that?  A.  I  do  not 
recollect  that  I  noticed  any  moneys  paid  to  Hamilton — as  indi- 
cated by  the  books. 

Q.  Well,  I  think  that  appears  very  plainly  in  the  account,  if 
my  memory  serves  me  right,  charged  to  Hanover  Bank  office 
account,  two  items  aggregating  $100,000,  and  they  were  after- 
ward transferred  to  real  estate  account.  Did  you  examine  the 
real  estate  account?    A.  I  did. 
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Q.  Did  you  find  items  aggregating  $235,000  which  had  been 
transferred  to  that  account?    A.  Wliat  year  was  that? 

Q.   1904?    A.  We  did  not  talce  beyond  December  31,  1903. 

Q.  So  that  that  would  be  the  explanation  of  your  not  having 
noticed  these  items,  for  they  were  later  dates?  A.  Yes,  we  al- 
ways make  the  examination  by  closing  the  books  promptly  on 
the  date  December  31. 

Q.  And  you  do  not  examine  any  items  later  than  the  closing 
of  the  books?  A.  No.  Then  you  would  be  tailending  and 
trailing  all  the  time. 

Q.  Of  course.  Have  you  made  any  examination  of  the  New 
York  Life  since  that  time  ?    A.  I  have  not,  sir. 

Q.  Has  the  department?    A.  It  has  not. 

Q.  Did  you  make  any  attempt  to  check  accounts  kept  with  the 
Paris  office?     A.  Yes. 

Q.  Have  you  ever  demanded  for  examination  the  books  of 
the  Paris  office?  A.  I  went  to  Paris  and  checked  those  ac- 
counts. 

Q.  You  did?    A.  Yes. 

Q.  When  was  that?    A.  1904. 

Q.  Did  you  have  all  the  books  of  the  Paris  office  before  you? 
A.  I  did. 

Q.  Did  you  attempt  to  verify  the  items  in  the  books  or  did 
you  content  yourself  with  ascertaining  whether  items  in  the 
ledger  account  were  justified  by  entries  in  subsidiary  books?  A. 
I  saw  that  the  account  as  sent  from  Paris,  the  final  balance  sheet 
as  sent  from  Paris  here  to  close  their  final  statement,  were  as 
stated  in  the  balances  shown  here. 
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Q.  Did  you  make  the  same  sort  of  an  examination  that  you 
described  yesterday  in  connection  with  the  Mutual?  A.  Yes, 
sir. 

Q.  Not  going  behind  the  entries  in  the  books  themselves  ?  A. 
Well,  I  checked  a  certain  number  of  vouchers.  I  did  not  check 
them  all  because  it  would  have  taken  an  indefinite  amount  of 
time. 

Q.  But  you  checked  them  the  same  as  you  did  in  the  Mutual  ? 
A.  At  random. 

Q.  If  you  found  the  vouchers  corresponded  in  amount  and 
bore  the  stamp  or  initial  of  a  person  in  authority,  you  did  not 
go  behind  that  to  ascertain  the  nature  of  the  payment  or  its 
propriety  ?    A.  I  did  not. 

Q.  How  long  were  you  in  Paris  on  the  examination  of  1904? 
A.  About  six  weeks. 

Q.  Who  were  with  you  ?    A.  I  was  alone. 

Q.  You  made  that  entire  examination  yourself?    A.  Yes,  sir. 

Q.  Did  you  in  connection  with  the  New  York  Life  make 
an  examination  of  the  methods  adopted  in  the  computation  of 
deferred  dividends  ?    A.  I  did  not. 

Q.  Did  any  one  connected  with  the  department  do  that?  A. 
Not  that  I  know  of.  I  had  several  talks  with  Mr.  Weeks  in  refer- 
ence to  his  system  of  computation  of  deferred  dividends. 

Q.  Did  you  get  for  the  use  of  the  department  specimen  calcu- 
lations ?    A.  Yes. 

Q.  Did  you  get  the  methods  which  had  been  adopted  in  par- 
ticular cases  in  arriving  at  the  results?  A.  Yes,  I  think  we 
have  all  that  in  the  files  of  the  papers  connected  with  that  ex- 
amination. 
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Q.  Do  you  requii'e  companies  to  submit  to  the  department 
schedules  which  show  the  annual  dividends  and  deferred  divi- 
dends, and  actual  processes  of  calculation?    A.  We  do  not. 

Q.  Did  you  get  at  any  time  copies  of  the  report  made  by  the 
New  York  Life  to  the  Prussian  Government,  or  to  the  Prussian 
Department?    A.  I  think  not. 

Q.  Have  you  ever  asked  the  New  York  Life  for  those?  A.  I 
never  have. 

Q.  Or  for  similar  data?    A.  I  never  have. 

Q.  Have  you  ever  asked  the  New  York  Life  for  data  which 
would  show  the  extent  to  which  they  had  annually  accumulated 
moneys  to  meet  deferred  dividends,  or  the  methods  in  which  they 
reckoned  the  amounts  available  for  deferred  dividends  from 
year  to  year?  A.  Yes,  I  think  that  is  all  in  our  data,  which 
we  have. 

Q.  Have  you  ever  compared  those  data  with  the  data  fur- 
nished the  Prussian  Government?    A.  I  never  have. 

Q.  Do  you  know  whether  anybody  in  the  department  has? 
A.  I  think  not. 

Q.  When  did  you  first  examine  the  Mutual  Reserve  ?  A.  I 
should  say  1897  or  1898. 

Q.  You  had  nothing  to  do  with  the  examination  of  1895  or 
1894?    A.  I  had  not. 

Q.  In  whose  charge  was  that  examination?  A,  Mr.  Appleton 
conducted  that  examination. 

Q.  In  your  examination  of  i8g8  did  you  go  into  the  question 
of  the  Harper  contract?  A.  I  saw  the  Harper  contract  was 
there.    I  did  not  refer  to  it  in  my  report. 
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Q.  Why  not?  A.  Well,  it  seemed  to  have  been  a  valid  con- 
tract, so  far  as  I  knew. 

Q.  Did  you  look  into  the  question  of  whether  or  not  it  had 
been  properly  authorized?    A.  I  saw  the  contract. 

Q.  Did  you  go  back  of  the  contract  to  see  who  had  voted 
on  it,  or  what  proceedings  had  been  taken  to  bind  the  company? 
A.  I  do  not  recall  now,  beyond  reading  the  minutes  of  the 
Board  of  Directors,  or  the  Board  of  Trustees. 

Q.  It  appears  from  some  evidence  here  that  certain  criticisms 
in  your  report  were  eliminated  from  it  at  the  time  that  it  was 
finally  published  ?    A.  What  report  is  that  ? 

Q.  I  am  not  certain  whether  it  was  1898  or  1899.  Were  there 
two,  one  in  1898  and  one  in  1899?  A.  My  impression  is  that 
there  were,  but  I  am  not  positive. 

Q.  You  probably  refer,  when  you  speak  of  1898,  as  to  the 
examination  as  of  December  31,  1897?    A.  Yes,  sir. 

Q.  And  the  other  one  is  as  of  May  16,  1899?    A.  Yes. 

Q.  Now,  probably  it  was  in  the  latter  case  that  there  was  a 
suggestion  that  there  were  some  criticisms  made  by  you  upon 
the  management  of  the  company  which  were  eliminated  from  the 
report.  Do  you  recall  that  ?  A.  The  only  portion  of  my  report 
that  was  eliminated  was  a  reference  to  the  fact  that  the  deposits 
of  this  company  with  foreign  governments  and  with  the  State 
of  New  York  were  not  readily  available  for  the  pa5rment  of  death 
losses.  It  was  concluded  that  that  was  an  unnecessary  com- 
ment ;  in  other  words,  it  was  self-evident. 

Q.  Who  concluded  that  it  was  unnecessary?  A.  It  was  con- 
cluded on  a  hearing  of  the  company  had,  as  required  by  law; 
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the  court,  as  it  were,  being  the  Superintendent  of  Insurance  at 
the  time. 

Q.  Now,  I  refer  to  the  argument  of  Mr.  Frank  B.  Lawrence, 
on  the  hearing  before  the  Superintendent  after  the  service  of  a 
copy  of  your  report,  in  which  he  says  : 

"I  come  now  to  some  matter  in  the  report  of  the  examiner, 
which  follows  the  statement  of  assets  and  liabilities." 

And  he  continues : 

"He  shows  matter  in  this  report  by  which,  while  still  con- 
tinuing to  charge  the  association  in  full  with  all  its  liabiHties  now 
existing,  and  a  large  amount  which  have  not  yet  become  lia- 
bilities, it  is  proposed  to  disregard  and  throw  out  some  of  its 
best  and  most  unquestionable  and  substantial  assets,  to  an 
extent  which,  if  done,  would  substantially  extinguish  the  entire 
•surplus. 

"The  first  item  proposed  to  be  thus  treated  is  the  amount  in- 
vested in  its  leasehold  property  at  Nos.  305,  307,  309  Broadway, 
New  York,  being  $476,653.50." 

Now,  what  did  you  propose  to  do  with  that  item?  A.  I  did 
not  propose,  as  he  terms  it,  to  throw  it  out,  because  the  report, 
as  you  will  find  it  in  that  pamphlet  form,  is  just  exactly  as  the 
assets  and  liabilities  which  I  made,  are  there  reported. 

What  I  said  was,  that  for  the  purpose  of — what  I  said  was 
that  the  leasehold,  the  deposits  with  foreign  governments  and 
the  deposits  with  the  Insurance  Department  of  the  State  of 
New  York,  were  not  available,  readily  available,  for  the  payment 
of  current  losses  and  expenses. 

Q.  And  you  thought  that  that  should  not  be  considered  as  a 
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part  of  the  assets  for  the  purpose  of  determining  the  amounts 
so  available  ?  A.  Well,  I  simply  wished  to  call  attention  to  that 
fact.  We  could  not,  of  course,  have  taken  this  property  away 
from  them. 

Q.  What  did  you  recommend  in  regard  to  it?  A.  I  recom- 
mended nothing,  but  simply  called  attention  to  that  fact,  that 
the  leasehold,  the  foreign  deposits  with  various  governments, 
including  their  domestic  deposit  with  the  State  of  New  York, 
could  not  be  used — were  not  readily  available  for  the  payment  of 
losses. 

Q.  You  thought  that  that  was  a  fair  comment  upon  the  condi- 
tion of  this  society,  that  there  were  these  assets,  which  the  pol- 
icyholders in  this  State  could  not  make  readily  available  ?  A.  I 
did. 

Q.  And  you  presented  it  in  your  report  ?    A.  I  did. 

Q.  And  it  was  subsequently  expunged.  Now,  why  was  it  ex- 
punged ?  A.  I  could  not  say,  beyond  the  fact  that,  as  I  recall  the 
discussion  at  the  hearing,  that  matter  was  a  self-evident  proposi- 
tion to  anybody,  and  that  there  was  no  necessity  of  calling  attention 
to  it. 

Q.  You  had  filed  your  report  as  a  complete  document?  A.  I 
had  presented  it,  yes. 

Q.  Yes,  and  you  had  signed  it  and  presented  it?    A.  Yes. 

Q.  And  it  had  been  served  upon  the  company?    A.  Yes. 

Q.  Then  you  had  to  eliminate  this  objectionable  matter  and 
signed  a  new  one  for  filing.  Is  the  original  on  your  files?  A. 
The  original  is  on  our  files. 
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Q.  The  original  was  not  published  with  the  Superintendent's 
report  ?    A.  No,  sir,  it  was  not. 

Q.  Was  there  any  suggestion  that  your  statements  in  that  com- 
ment were  not  entirely  true?  Nobody  suggested  but  what  they 
were  accurate  ?  A.  Beyond  what  Mr.  Lawrence  may  have  elab- 
orated upon. 

Q.  Well,  in  the  department  there  was  no  suggestion  but  what 
they  were  accurate ?     A.  The  reports  that  I  made? 

Q.  Yes.     A.  I  do  not  think  there  was. 

Q.  Now,  is  it  a  customary  thing  to  have  a  part  of  an  examiner's 
report  actually  eliminated  from  the  document  when  it  is  presented 
for  publication.  A.  Well,  the  statute  seems  to  be  a  little  vague 
in  this  respect.  It  says  that  after  an  examiner  renders  a  report  to 
the  Superintendent  of  Insurance  a  hearing  shall  be  had,  as  you 
are  aware.  Then  the  statute  stops  and  says  nothing  further.  Pre- 
sumably, if  the  Superintendent  thinks  his  examiner  is  at  fault  he 
has  the  right  to  correct  that  fault.  I  am  speaking  now  of  Obiter, 
the  use  the  examiner  has  made  of  figures  that  may  be  questioned — 
the  conclusions  of  the  examiner  that  may  not  be  accurate. 

Q.  The  law  is  in  Section  39  that  the  Superintendent  shall  grant 
a  hearing  to  the  corporation  examined  before  filing  any  such  re- 
port, and  may  withhold  any  such  report  from  public  inspection,  for 
such  time  as  he  may  deem  proper,  and  may,  if  he  deems  it  for  the 
interest  of  the  public  to  do  so,  publish  any  such  report,  or  the  result 
of  any  such  examination  as  contained  therein,  in  one  or  more  news- 
papers of  the  State.  Now,  is  it  the  practice  for  the  Superintendent 
to  eliminate  from  the  examiner's  report  matter  which  is  deemed 
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objectionable?     A.  If,  upon  the  hearing,  he  finds  his  examiner  is 
in  error. 

Q.  Then  does  he  eliminate  it  from  the  report?  A.  He  mod- 
ifies it. 

Q.  Well,  he  modifies  it  by  his  own  decision?     A.  He  does. 

Q.  And  publishes  the  report  in  connection  with  the  decision, 
does  he  not  as  a  rule  ?     A.  Yes,  he  does. 

Q.  Does  he  actually  expunge  the  objectionable  material  from 
the  report  and  leave  his  own  decision  without  any  reference  to  it? 
A.  He  may. 

O.  Has  it  ever  been  done  in  any  other  case?  A.  Very  infre- 
quently.   I  recall  very  few  cases. 

Q.  Do  you  recall  any  other  case  ?  A.  I  do  not  recall  any  other 
case,  although  there  may  be  other  cases. 

Q.  In  other  words,  this  whole  matter  that  was  objected  to  by 
the  Mutual  Reserve  was  simply  put  out  of  sight,  ignored,  and 
there  was  no  comment  by  the  Superintendent  and  there  was  no 
reply  to  your  observation,  but  your  objections  were  eliminated? 
A.  Yes — my  criticisms. 

Q.  Your  criticisms  were  eliminated?     A.  Yes. 

Q.  Now,  you  had  before  you  at  the  time  of  this  examination 
a  number  of  serious  charges  against  the  management  of  the 
Mutual  Reserve,  did  j'ou  not?     A.  Yes,  we  did. 

Q.  You  ignored  a  good  many  of  them  in  your  report,  did  you 
not?  A.  The  charges  were  made  by  two  or  three  individuals, 
and  the  manner  in  which  I  handled  the  thing  was  to  see,  so  far 
as  the  books  of  the  company  were  concerned,  whether  the 
charges  were  sustained.     I  would  rather  take  the  evidence  of 
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the  books  than  the  evidence  of  the  parties  involved  in  this 
embroglio. 

Q.  Did  you  go  behind  the  books  in  any  way?     A.  I  did  not. 

Q.  Did  you  put  the  officers  on  oath,  did  you  take  their  testi- 
mony?    A.  I  did. 

O.  Whom  did  you  examine?     A.  I  examined  Mr.  Burnham. 

Q.  Did  you  examine  Mr.  Burnham  with  regard  to  his  trans- 
actions with  the  Agent  Moss?     A.  I  think  I  did,  sir. 

Q.  Have  you  that  testimony  on  file?     A.  I  could  not  say. 

Q.  If  you  did  take  any  testimony  it  would  be  on  file?  A. 
It  would. 

MR.  HUGHES :  Will  you  withdraw  a  moment,  Mr.  Vander- 
poel. 

CHARLES  C.  GRETSINGER,  called  as  a  witness,  being 
duly  sworn,  testified  as  follows : 

BY  MR.  HUGHES: 

Q.  You  have  been  asked  to  produce  the  original  memoran- 
dum of  instruction  for  the  charging  of  profit  and  loss  of  $i,- 
350,000  at  the  end  of  1901,  against  the  profits  shown  by  that 
account,  which  left  as  the  net  balance  of  the  account,  $422,- 
560.32.  Is  that  the  original  instruction  (handing  paper)  ?  A. 
Yes,  sir. 

Q.  I  notice  at  the  bottom  the  word  "approved  January  20, 
1902,  McC.  Pt."  Whose  handwriting  is  that?  A.  Mr.  Mc- 
Curdy's,  the  president  of  the  company,  or  the  expert. 
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MR.  HUGHES:  I  will  offer  it,  and  read  it  on  the  record. 
(Paper  marked  Exhibit  No.  843.) 
Mr.  Hughes  then  read  Exhibit  No.  843. 

Q.  Who  made  up  this  typewritten  statement,  Exhibit  843  ?  A. 
Well,  I  could  not  tell  you  that,  Mr.  Hughes. 

Q.  In  what  department?     A.  I  could  not  tell  now. 

Q.  I  asked  you  for  a  memorandum  of  the  readjustment,  in- 
cluding the  profit  and  loss  account  for  1904  (handing  paper).  Is 
that  it?     A.  Yes,  sir. 

Q.  Those  are  the  original  instructions  ?     A.  Yes,  sir. 

Q.  From  who  did  those  come?  A.  That  is  in  the  handwrit- 
ing of  vice-president  Granniss. 

Q.  That  is  Vice-President  Granniss'  handwriting?    A.  Yes,  sir. 

Q.  The  whole  statement?    A.  Yes,  sir. 

MR.  HUGHES :  I  offer  it  in  evidence. 
(Paper  marked  Exhibit  No.  844.) 

Mr.  Hughes  then  read  Exhibit  No.  844. 

Q.  Is  this  the  original  memorandum A.  There  are  two 

there,  Mr.  Hughes,  one  for  one  million  dollars,  and  the  additional 
one  for  four  million  dollars,  making  five  million  dollars  in  all. 

Q.  Are  these  two  memorandums  those  giving  instructions  as  to 
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the  adjustment  of  five  million  dollars  to  the  profit  and  loss  account 
of  June  30th,  1905  ?    A.  Yes. 

MR.  HUGHES :  I  offer  them  in  evidence. 
(Papers  marked  Exhibits  Nos.  845  and  846.) 

Q.  In  whose  handwriting  is  this  first  paper.  Exhibit  No.  845  ? 
A.  The  comptroller,  part  of  it.  There  is  the  comptroller's 
(indicating)  and  this  is  the  same  handwriting. 

Q.  The  first  part  on  the  first  page  is  in  the  comptroller's 
handwriting?    A.  Yes,  and  various  others. 

Q.  Then  it  bears  on  the  back  the  president's  memorandum? 
A.  Yes. 

Q.  That  part  that  is  above  the  signature,  "president"?  A. 
Yes. 

Q.  And  then  it  concludes A.  Then  it  concludes  with  the 

comptroller's. 

Q.  The  comptroller's  instructions  to  the  auditor?    A.  Yes. 

(Exhibit  No.  845  read.) 

Q.  Now,  Exhibit  846  is  for  the  additional  four  millions  ?  A. 
Yes. 

THE  CHAIRMAN :  In  such  property  as  Broadway  and  Bos- 
ton, where  there  was  no  difference  in  the  percentage  of  income 
before  and  after  adjustment,  does  that  indicate  there  was  no 
alteration  in  the  value? 
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MR.  HUGHES:  Yes.  The  memorandum  also  shows  that 
the  Liberty  Street,  Cape  Town,  Mexico,  Cedar  Street,  Seattle, 
and  Cedar  and  Liberty  Annex  were  reported  as  the  value  of 
land  only,  unfinished. 

THE  WITNESS :  That  is  all.     They  have  not  been  finished 

yet. 

ISAAC  VANDERPOEL  resumed. 
BY  MR.  HUGHES: 

Q.  Are  you  able  to  recall  now,  Mr.  Vanderpoel,  the  testimony 
you  took  with  regard  to  those  charges  against  the  officers  of  the 
Mutual  Reserve?     A.  I  do  not  recall  now. 

Q.  Did  you  make  a  thorough  examination  of  those  charges? 
A.  They  were  never  before  me. 

Q.  You  did  not  examine  them?  A.  No,  I  did  not  examine 
them. 

Q.  Were  there  any  charges  filed  with  the  department?  A.  I 
think  there  'were. 

Q.  To  whom  were  they  referred?  A.  Well,  the  charges,  a 
certain  number  of  them  relating  to  the  payment  of  money  from 
certain  accounts  and  payment  of  moneys  to  certain  persons  were 
referred  to  me.  Then  there  were  certain  charges  that  I  recall, 
referring  to  the  actuarial  treatment  of  certificates  and  policies,  and 
those  were  referred  to  Mr.  Kiefer  who  looked  them  up.    Charges 


5764 


Testimony  of  Isaac  Vanderpoel 

relating  to  moneys  paid  to  certain  individuals  were  referred  to  me 
and  I  went  to  the  books  of  that  company  to  see  whether 

Q.  The  moneys  had  been  paid?    A.  Had  been  paid,  yes. 

Q.  Did  you  go  further  than  that  to  see  whether  they  had  been 
properly  paid — to  make  an  analysis  of  the  Moss  account?  A.  I 
did. 

Q.  Did  you  make  an  analysis  of  the  Moss  account  in  connection 
with  the  Moss  contract,  to  see  whether  he  had  received  any  pay- 
ments to  which  he  was  not  entitled  ?  A.  I  went  through  his  con- 
tracts, and  saw  what  his  overriding  commissions  were  under  one 
contract — that  is  the  contract  here  referred  to  in  this  report — 
extensively. 

Q.  Did  you  go  behind  the  statements  contained  in  the  books 
with  regard  to  the  amounts  of  the — paid  Moss,  to  ascertain 
whether,  as  a  matter  of  fact,  the  money  had  been  accounted  for 
by  proper  vouchers?     A.  I  did. 

Q.  Did  you  examine  into  the  question  as  to  the  manner  in  which 
the  account  had  been  kept  with  regard  to  advances  made  for  sub 
agents?    A.  I  did. 

Q.  Did  you  examine  as  to  any  other  transactions  except  those 
relating  to  the  Moss  contract  which  were  the  subject  of  the 
charges  filed  with  the  department?  A.  I  think  I  examined  all 
charges  submitted  to  me  regarding  payment  of  moneys — alleged 
payments  of  moneys  to  certain  individuals. 

Q.  In  Mr.  Lawrence's  argument  before  the  Superintendent  he 
says:  "Your  examination  during  1899  began  in  the 'month  of 
May,  and  now  just  completed  was  made  as  the  association  under- 
stood, first,  because  the  association  through  its  officers  requested 
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that  you  cause  an  examination  to  be  made  to  verify  the  correctness 
of  its  last  annual  report;  and  second,  because  certain  allegations 
of  such  a  character  as  to  demand  examination  reflecting  seriously 
on  the  association,  its  officers  and  its  management,  had  been  filed 
with  you  under  oath  by  certain  discharged  officers  and  employees 
in  the  association.  The  report  of  your  examiner  as  served  upon 
the  association  contains  not  one  word  upon  either  of  those  two 
subjects."  Is  that  statement  correct?  A.  So  far  as  I  know  it  is. 
The  matter  was  not  referred  to  me  to  examine  those  officers  or  in- 
dividuals beyond,  as  I  say,  what  transactions  the  books  might 
contain. 

Q.  Were  you  acquainted  with  the  nature  of  the  charges  ?  A.  In 
a  very  general  way. 

Q.  Was  not  one  of  the  objects  of  the  examination  to  discover 
whether  or  not  they  were  true  ?  A.  I  think  not.  The  examination 
was  made  irrespective  of  those  charges,  those  charges  having  been 
made  collaterally  to  and  incidental  to  this  examination. 

Q.  Well,  do  you  not  recall  that  there  had  been  dismissals  and 
lawsuits  and  an  interchange  of  courtesies  of  libel  suits  ?     A.  I  had. 

Q.  And  a  great  deal  in  the  public  press  reflecting  upon  the 
character  and  efficiency  of  the  management  ?    A.  I  had. 

Q.  Wasn't  the  department  practically  compelled  to  take  cogni- 
zance of  the  situation  and  examine  the  association?  A.  It  did 
examine  the  association. 

Q.  Wasn't  it  due  to  the  public  attention  that  was  being  drawn 
to  the  association  during  these  controversies?  A.  I  assume  the 
department's  mental  attitude  was  that  these  matters  were  prop- 
erly referable  to  the  courts. 
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O.  Well,  did  the  department,  through  anybody,  make  an  exami- 
nation of  the  charges  against  the  officers  ?     A.  I  think  we  did.    ' 

Q.  Through  whom  ?  A.  Mr.  Hunter,  I  think,  had  that  mat- 
ter in  charge. 

Q.  You  did  not  have  it  in  charge?     A.  I  hadn't  it  in  charge, 

Q.  To  what  extent  did  Mr.  Hunter  make  an  examination  re- 
garding the  matter?  A.  My  recollection  is  that  he  received 
these  charges  in  printed  form,  or  written  form,  and  received 
the  replies  in  written  form. 

Q.  A  little  while  ago  there  was  put  in  evidence  what  pur- 
ported to  be  a  copy  of  a  deposition  made  by  you  in  the  suit  of 
the  Mutual  Reserve  Fund  Life  Association  against  J.  Thomp- 
son Patterson,  in  which  occurs  the  following: 

"In  the  year  1899  I  received  instructions  from  the  insurance 
department  to  examine  the  Mutual  Reserve  Fund  Life  Associa- 
tion, and  I  began  such  examination  about  May  15,  1899,  and 
continued  the  same  until  about  August  17,  1899.  This  ex- 
amination was  conducted  by  me,  assisted  by  about  twelve  as- 
sistants. I  examined  or  caused  to  be  examined  all  the  books, 
papers  and  records  of  the  Association,  including  the  minute 
books  of  the  Board  of  Directors  and  also  generally  examined 
various  contracts.  After  such  examination  I  made  a  written 
report  to  the  Superintendent  of  Insurance.  I  was  familiar  at 
the  time  with  charges  filed  by  James  D.  Wells  and  John  M. 
Stevenson  with  the  Insurance  Department  against  the  Mutual 
Reserve  Fund  Life  Association  and  its  officers.  In  such  ex- 
amination I  investigated  the  said  charges  against  the  said  as- 
sociation and  its  management  so  filed,  in  so  far  as  the  books 
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and  records  of  the  association  were  concerned,  and  in  so  doing 
found  nothing-  which  impaired  the  integrity  or  the  honesty 
either  of  Frederick  A.  Burnham,  president  of  said  association, 
or  of  any  one  else  associated  with  him  in  the  management  of 

the  association  at  the  time  of  said  examination "     A.  That 

is  so  far  as  the  books  showed. 

Q.  "I  found  in  my  examination  that  the  acts  of  the  officers 
of  the  said  association  were  always  within  their  powers  and 
prerogatives  as  defined  by  the  association's  by-laws  and  consti- 
tution, or  as  said  acts  may  have  been  authorized  by  the  di- 
rectors of  said  association  as  evidenced  by  the  minutes  of  their 
proceedings.  At  the  time  of  such  examination  I  was  requested 
by  Mr.  Frederick  A.  Burnham,  president  of  the  said  associa- 
tion, to  make  my  examination  of  the  said  charges  and  of  the 
said  association  thorough  and  complete,  and  to  the  best  of  my 
ability  I  made  a  thorough  and  complete  examination  thereof. 
I  was  afforded  every  facility  by  the  association  and  its  officers 
to  make  such  examination."  That  was  a  deposition  made  by 
you?     A.  Yes. 

Q.  Are  the  facts  therein  stated  true  and  correct?  A.  They 
are. 

Q.  Was  the  form  of  that  deposition  agreed  upon  before  you 
signed  it?     A.  It  was  not. 

Q.  It  apparently  is  not  in  questions  and  answers^ A. 

No. 

Q.  And  one  of  your  statements  is  carefully  qualified  by  ref- 
erence to  the  books  and  records  of  the  association?    A.  Yes. 

Q.  Had  you  informed  them  that  you  would  not  be  willing  to 
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sign  an  affidavit  or  make  a  deposition  which  went  beyond  that? 
A.  I  did. 

Q.  And  it  was  drawn  accordingly  because  you  had  refused 
to  go  beyond  what  was  contained  in  the  books  ?    A.  It  was. 

Q.  Why  were  you  willing  to  say  you  made  as  thorough  and 
complete  examination  of  the  charges  referred  to  as  you  were 
able  to  make?  A.  As  I  said  before,  I  was  not  given  the  duty  of 
examining  witnesses  and  had  I  been  given  this  duty  I  should 
rather  have  objected  to  it. 

Q.  Why?  A.  Because  it  was  a  case  of  pot  and  kettle,  and  I 
don't  know  that  you  could  have  made  much  out  of  it  after  fin- 
ishing your  examination.  i 

Q.  The  public  might  have  made  something  out  of  it.  You 
were  not  called  upon  so  much  to  deal  with  the  character  of  the 
accusers  as  the  character  of  the  management  of  the  associa- 
tion?   A.  That  is  true.  ; 

Q.  And  that  was  a  matter  of  public  importance;  it  does  not 
make  much  difference  from  what  source  the  information  comes 
if  the  facts  are  accurate,  does  it?    A.  It  does  not. 

Q.  Now,  why  shouldn't  you  have  taken  up  the  examination 
of  witnesses  and  gone  right  through  that  with  an  effort  to  de- 
termine just  what  basis  there  was,  if  any,  for  those  charges,  and 
report  to  the  superintendent,  so  that  the  public  at  large  might 
have  been  advised  as  to  the  real  condition  of  that  association  ? 
A.  In  the  first  place  I  was  not  given  instructions  or  authority 
to  do  that,  and  said  myself  I  would  examine  these  charges  so 
far  as  the  books  might  show  any  alleged  payments  to  indi- 
viduals that  were  improper  or  otherwise. 
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Q.  Were  you  limited  when  you  were  put  in  to  make  the  ex- 
amination by  the  superintendent — were  you  instructed  not  to 
take  testimony  ?  A.  No,  I  was  not  instructed  not  to  take  tes- 
timony. 

Q.  Were  you  instructed  you  should  confine  your  examina- 
tion to  any  particular  methodj"     A.  I  was  not,  no. 

Q.  Were  you  given  carte  blanche  to  conduct  it  according  to 
your  idea  of  the  fitness  of  it  ?    A.I  was. 

Q.  Did  you,  as  a  matter  of  fact,  take  any  testimony?  A.  I 
think  I  took  the  testimony  of  Mr.  Burnham,  possibly  Mr.  Eld- 
ridge,  in  relation  to  some  matters. 

Q.  To  what  extent?    A.  I  cannot  recall  now. 

Q.  I  would  be  very  glad  to  have  you  present  to  the  Com- 
mittee the  evidence  which  you  took  at  the  time  of  that  exami- 
nation. Now,  as  a  matter  of  fact,  you  did  not  make  as  thor- 
ough and  complete  an  examination  of  those  charges  as  you 
could  have  made  by  an  examination  of  the  witnesses  in  con- 
nection with  the  entries  in  thie  books,  and  with  relation  to  the 
subject  matter  of  the  charges,  did  you?  A.  I  did  not  care  to 
dp  so — that  is  to  say  I  deemed  it  so  far  as  I  was  concerned  per- 
sonally or  officially  an  injudicious  thing  for  me  to  do. 

Q.  Didn't  you  understand  the  Mutual  Reserve  was  going 
to  use  your  statement,  that  you  had  made  as  thorough  an  ex- 
amination as  you  could  to  practically  dispose  of  any  criticism 
that  had  been  made  upon  the  management,  by  an  official  cer- 
tificate in  the  nature  of  a  deposition?  A.  All  I  know  I  was 
subpoenaed  in  this  case  before  this  referee. 

Q.  But  I  am  referring  to  the  concluding  language  of  it — 
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•did  you  notice  the  comprehensive  nature  of  that  when  you 
signed  it?    A.  I  did. 

Q.  And  you  were  of  course  aware  of  the  uses  to  which  such 
a  statement  from  the  Chief  Examiner  of  the  Department  could 
be  put — it  would  be  regarded  as  virtually  dismissing  the 
charges,  although  in  fact  you  had  not  gone  into  a  complete 
examination  of  them?    A.  Not  beyond  the  books. 

Q.  Then  why  did  you  make  such  a  statement  as  that?  A.  I 
made  the  statement  according  to  the  facts.  I  said  so  far  as 
the  books  revealed  anything  connected  with  those  charges  I 
had  not  found  any. 

Q.  That  is  not  contained  in  the  concluding  paragraph,  that 
qualification.  You  said  you  made  a  full  examination,  as  thor- 
ough and  complete  an  examination  as  you  could — that  is  to  the 
best  of  your  ability?  A.  Yes.  I  suppose— this,  I  suppose 
covered  the  situation— in  such  examination  I  investigated  the 
.said  charges  against  the  said  Association  and  its  management 
so  filed  in  so  far  as  the  books  and  records  of  the  Association 
were  concerned,  and  in  so  doing  found  nothing  which  impaired 
the  integrity  or  honesty  of  either  Frederick  A.  Burnham,  the 
President  of  said  Association  or  any  one  else  associated  with 
Tiim  in  the  management  of  the  Association  at  the  time  of  such 
examination— that  is  the  examination  of  the  books. 

Q.  You  intended  the  last  paragraph  to  be  qualified  as  the 
first  was?    A.  Exactly. 

Q.  But  the  affidavit  was  drawn  in  such  a  way  as  to  make 
you  appear  to  say  that  you  had  made  at  Mr.  Burnham's  request 
thorough  and  complete  an  examination  as  you  could?    A. 


as 
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Well,  my  intention  was  to  qualify  it  in  the  manner  recited  in 
the  previous  paragraph. 

Q.  Of  course,  if  you  had  set  out  to  do  it,  you  could  have 
done  a  great  deal  more  than  you  did  if  you  had  thought  it  ju- 
dicious?   A.  If  I  thought  it  judicious. 

Q.  Did  you  consult  with  Mr.  Payn  in  regard  to  it?  A.  1 
did  not. 

Q.  How  far  you  should  go?    A.  1  did  not. 

Q.  Did  you  consult  with  no  one?     A.  I  did  not. 

Q.  Is  there,  or  has  there  been  a  disposition  in  the  Depart- 
ment, when  charges  are  filed  against  the  managers  of  an  insur- 
ance company,  to  disregard  them  because  it  is  supposed  that 
some  motive  exists  for  their  presentation?  A.  I  cannot  say 
that. 

Q.  Don't  you  regard  it  as  your  duty  to  examine  into  the 
facts  of  the  case  regardless  of  the  circumstances  which  brings 
them  to  your  attention?  A.  Well,  we  have  a  great  many 
charges  preferred,  I  assume,  all  these  years  gone  by,  from 
sources  that  it  is  quite  apparent  upon  the  face  of  the  charge 
that  the  individual  is  a  disgruntled  one.  When  charges  come 
from  such  sources,  we  must  of  course,  use  our  discretion  a 
little.  I  cite  a  case  of  a  very  prominent  fire  insurance  com- 
pany here,  the  Phenix  Company  of  Brooklyn,  a  very  large  fire 
insurance  company,  the  capital  stock  was  a  million  of  dollars 
and  the  alleged  surplus  under  its  sworn  statement  of  something 
like  half  a  million  dollars.  A  stockholder  of  that  company, 
Mr.  Austin  Corbin,  a  very  large  stockholder,  preferred  charges 
against  the  management,  and,  coming  from  such  a  source  as 
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that,   we   did   investigate  the   Phenix   Fire   Insurance   Company 
of  Brooklyn. 

Q.  When  did  you  discover  in  connection  with  the  Mutual 
Reserve  that  a  hundred  and  nine  thousand  dollars  had  been 
paid  to  Mr.  Storm  as  commissions  in  connection  with  the  trans- 
fer of  the  Northwestern  Life  business?  A.  The  sums  that  I 
found,  that  went  as  commissions  for  the  transfer  of  that  com- 
pany are  recited  in  the  report.  Those  are  the  only  items  that 
I  found  on  the  books. 

Q.  You  did  not  find  this  item  of  a  hundred  and  nine  thou- 
sand dollars?    A.  I  did  not. 

Q.  And  even  in  your  recent  examination?    A.  I  did  not. 

Q.  How  do  you  explain  that?  A.  The  two  hundred  and 
seventy-seven  thousand  dollar  commission  was  the  only  com- 
mission item  evidenced  in  the  books  of  the  company  at  the 
time  of  my  examination. 

Q.  You  hardly  mean  that,  do  you — that  was  the  only  item 
evidenced  in  the  book  of  the  company.  I  asked  the  company 
to  produce  the  items  entering  into  the  totals  of  commuted  com- 
missions which  appear  on  their  report,  and  as  a  result  it  ap- 
peared that  a  hundred  and  nine  thousand  dollars,  in  addition 
to  the  two  hundred  and  seventy-six  thousand  dollars  men- 
tioned by  you  had  been  paid  as  commissions  in  connection  with 
the  transfer  of  the  Northwestern  business.  Now,  how  could 
it  happen  that  that  was  not  discovered  by  the  Department  ?  A. 
Was  that  prior  to  December  31,  1904? 

Q.  A  large  part  of  it,  as  I  recall — I  will  give  you  a  state- 
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ment  in  a  minute.  Now,  in  the  statement  of  1904,  in  the  state- 
ment of  December  31st,  1904,  you  see  an  item,  commuted  re- 
newal commissions,  fifteen  thousand  dollars.  Did  you  attempt 
to  verify  that  to  see  who  had  got  those  commissions?  A.  I 
did,  so  far  as  I  recall. 

Q.  What  did  you  find  in  regard  to  it?  A.  I  cannot  recall 
at  the  moment. 

Q,  Didn't  you  find  that  that  fifteen  thousand  dollars  had  gone 
to  George  Storm,  and  the  payments  made  about  the  12th  of 
January,  1904?  A.  Well,  I  found  no  payments  of  commissions 
on  the  books  beyond  the  two  hundred  and  seventy-seven  thou- 
sand dollars. 

Q.  Well,  in  making  an  examination,  do  you  attempt  to  verify 
-what  is  contained  in  the  reports?     A.  I  do. 

Q.  Hov/  could  you  verify  that  item  without  finding  the 
checks  to  George  Storm  for  fifteen  thousand  dollars?  A.  I 
could  not  say  th;it  I  dii'  not  find,  but  I  cannot  recall  now. 

Q.  Now,  I  show  you  contracts  made  by  the  Mutual  Reserve 
Association,  or  copies  thereof,  produced  by  the  association,  one 
under  date  of  July  6th,  1900,  between  the  association  and  De 
Witt  C.  Merriain,  providing  for  a  commission  in  addition  to 
that  provided  for  by  the  earlier  agreement  of  May  ist,  1900,  of 
three  and  a  third  per  cent,  of  the  rirst  year's  premiams  upon 
all  business  of  the  Northwestern  Life  which  accepted  t.i:iur- 
ance  in  the  party  of  the  first  part,  together  with  an  additional 
commi;:s\un  of  five  per  cent,  on  premiums  of  such  business  so 
insured,  commencing  with  the  first  year,  and  continuing  so 
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long  as  said  premiums  shall  be  paid  to  said  party  of  the  first 
part. 

Q.  Have  you  ever  seen  that  before — ^when  I  say  that,  I  mean 
hot  necessarily  that  particular  paper,  but  that  contract  or  copy 
of  it?  A.  I  sent  you  certain  commission  contracts.  This  is 
not  included  in  those. 

Q.  I  know  it  is  not.     That  is  my  pomt.     A.  I  see  it  is  now. 

Q.  I  got  from  you  the  commission  contracts  which  related 
to  the  first  transaction  mentioned  there  of  May,  1900,  and  it 
appears  there  was  a  supplementary  contract  in  July,  1900,  and 
that  under  that  supplementary  contract  the  company  paid  out 
a  hundred  and  nine  thousand  dollars. 

Q.  Now,  what  I  want  to  find  out  is  whether  you  knew  any- 
thing about  it  or  discovered  that?  A.  I  could  not  say  without 
looking  at  the  files  of  the  examination. 

Q.  Can't  you  tell  me  by  looking  at  your  report  if  you  had 
discovered  a  thing  like  that,  when  you  were  dealing  with  the 
subject,  you  would  have  mentioned  it  wouldn't  you?  A.  I 
certainly  do. 

Q.  You  did  not  mention  it  ?  A.  The  only  commission  pay- 
ments I  discovered  was  two  hundred  and  seventy-seven  thou- 
sand dollars. 

Q.  This  is  entirely  additional  to  it?    A.  I  did  not  discover  it. 

Q.  Then  you  did  not  take  up  the  commuted  renewal  com- 
missions because  those  items  reported  from  year  to  year  of 
commuted  renewal  commissions  have  embraced,  according  to 
the  testimony  as  I  recall  it,  these  items  of  additional  commis- 
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sions,  paid  on  that  transaction  to  George  Storm,  the  last  of 
which  was  in  January,  1904,  fifteen  thousand  dollars,  there 
having  been  ninety-four  thousand  dollars  having  been  paid  un- 
der that  contract  in  earlier  periods?  A.  You  say  all  this  was 
paid  independent  of  the  two  hundred  and  seventy  thousand 
dollars? 

Q.  Yes.    A.  It  did  not  appear  on  the  books  of  the  company. 

Q.  Did  you  ask  for  all  the  contracts  there  were  with  Mer- 
riam?     A.  I  did. 

Q.  And  they  didn't  give  you  it?  A.  They  didn't  give  it  to 
me. 

Q.  Well,  the  checks  appeared,  and  the  bonds  appeared,  for 
they  have  been  produced  here  and  put  in  evidence.  Now,  you 
commented  adversely  upon  the  two  hundred  and  seventy-six 
thousand  dollars  paid,  didn't  you?    A.  I  did. 

Q.  You  did  not  think  it  was  a  proper  thing  for  the  company 
to  pay  out  that  amount  of  money  to  get  that  business  of  the 
Northwestern?    A.  I  did  not. 

Q.  And  your  criticism  would  have  been  much  more  severe 
if  you  had  known  that  a  hundred  and  nine  thousand  dollars  ad- 
ditional had  gone  in  cash  on  the  same  transaction?  A.  Cer- 
tainly would. 

Q.  And  particularly  if  you  had  known  that  Merriam  had 
within  a  very  short  time  after  he  got  the  contract,  assigned  it 
to  George  Storm  and  the  amount  had  been  paid  over  here  in 
New  York  from  time  to  time  to  a  person  who  was,  as  I  un- 
derstand it,  quite  well  known  to  the  President — Now,  what 
I  want  to  get  at  is  how  could  the  Department  be  making  a 
thorough!  examination  of  the  Mutual  Reserve,  and  not  dis- 
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cover  these  facts  evidenced  by  checks  and  included  in  the  re- 
port of  commuted  renewal  commissions — do  you  understand 
how  that  could  be?  A.  Well,  I  took  the  account  as  it  appeared 
on  the  books  of  the  company.  That  was  the  only  payment  of 
commissions  that  I  discovered — was  the  two  hundred  and  sev- 
enty-seven thousand  dollars. 

Q.  Did  you,  in  this  last  report,  put  any  of  the  officers  on 
oath?     A.  I  did. 

Q.  Did  you  ask  them  on  oath  the  question  whether  they  had 
disclosed  to  you  all  the  commissions  paid  in  connection  with 
the  transaction?  A.  I  don't  recall  that  I  did.  I  referred  to 
those  that  I  had  found,  what  the  two  hundred  and  ninety  thou- 
sand dollars  was  received  for,  and  what  the  two  hundred  and 
seventy-seven  thousand  dollars  of  commission  was  paid  for. 

Q.  Did  you  find  this  in  a  special  account  by  itself,  or  was  it 
in  the  general  commission  account?  A.  It  was  in  the  General 
Ledger. 

Q.  Not  in  the  General  Commission  Account  ?  A.  Under  the 
Northwestern  transaction. 

Q.  Was  there  a  special  account  in  the  ledger  of  the  Northwes- 
tern?    A.  Yes. 

Q.  This  was  in  this  account?     A.  This  was  in  this  account. 

Q.  And  the  hundred  and  nine  thousand  dollars  was  not  in  that 
account?    A.  It  was  not. 

Q.  Now  the  way  that  we  discovered  that  here  was  simply  asking' 
foF  an  explanation  of  the  items  of  commuted  renewal  commis- 
sions.   Did  you  ask  for  that  explanation  ?     A.  I  don't  think  I  did. 

Q.  Why  not  ?  A.  Well,  I  supposed  that  the  entire  commission 
transaction  was  included  in  the  Northwestern  account. 
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Q.  Did  you  know  of  the  payment  made  to  Brockway?  A.  In 
1899? 

Q.  Yes,  1898  and  1899?     A.  I  do  not  recall. 

Q.  Did  you  find  in  any  of  your  examinations  that  Mr.  Brock- 
way  had  been  getting  a  salary  of  three  hundred  dollars  a  month 
for  a  time,  two  hundred  dollars  a  month  for  a  time,  until  he  got 
in  about  six  thousand  five  hundred  dollars — I  don't  mean  a  month 
— a  week,  instead  of  two  hundred  dollars  and  three  hundred  dol- 
lars a  month,  put  it  a  week.  A.  Yes,  I  recall  the  fact  that  he  was 
on  the  payroll  of  the  company. 

Q.  Does  that  appear  in  any  of  your  reports?  A.  I  don't  think 
it  does. 

Q.  Why  doesn't  it?  A.  I  don't  think  any  of  those  payments 
appear  in  their  report. 

Q.  Well,  I  mean  in  your  report,  of  your  examination?  A.  I 
have  no  doubt  that  it  is  contained  in  the  papers  in  connection  with 
the  examination — the  payroll. 

Q.  Is  it  commented  upon  or  criticised — are  the  facts  brought 
out?    A.  I  think  not. 

Q.  Then,  did  you  ascertain  what  the  facts  were?     A.  I  did  not. 

Q.  Wasn't  that  one  of  the  charges  made  by  Wells — and  who  was 
the  other  man — Stevenson — Wells  and  Stevenson?  A.  I  don't 
recall. 

Q.  That  concerned  the  payment — when  you  found  that  three 
hundred  dollars  a  week  was  being  paid  to  Mr.  Brockway,  did  you 
make  any  effort  to  ascertain  why  it  should  be  paid  to  him  ?  A.  I 
did  not. 
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Q.  Did  you  put  him  on  oath  in  regard  to  it  or  any  officer  of  the 
company?     A.  I  did  not. 

O.  And  did  you  get  any  reason  why  he  should  get  the  money? 
A.  I  did  not. 

Q.  Well,  now,  you  had  not  examined  that  matter  as  far  as  you 
could,  had  you?  A.  Well,  I  assumed  that  his  services  had  been 
authorized  by  the  officers  of  the  company. 

Q.  So  that  when  you  made  this  affidavit  for  the  Mutual  Reserve 
and  said  that  you  had  investigated  the  charges  so  far  as  the  books 
were  concerned  you  meant  that  you  had  investigated  the  charge 
that  Brockway  had  got  three  hundred  dollars  a  week  and  found 
out  that  the  books  said  he  had  got  three  hundred  dollars  a  week, 
and  that  was  the  end  of  it?     A.  Yes. 

Q.  Well,  the  charge  was  that  he  got  it  improperly,  and  that 
charge  you  had  not  investigated?     A.  I  had  not  investigated. 

Q.  Did  you,  in  connection  with  any  of  these  companies,  examine 
the  rate  of  interest  received  on  collateral  loans?  A.  The  Mutual 
Reserve  Fund  ? 

Q.  Well,  in  any  of  them — New  York  Life,  Metropolitan?  A> 
Oh,  yes. 

Q.  Did  you  make  any  criticism  or  suggestion  in  regard  to  low 
rates  of  interest  upon  loans  to  favored  individuals?  A.  I  never 
did. 

Q.  Did  you  bring  it  to  the  attention  of  the  Superintendent  ?  A. 
I  did  not. 

Q.  In  connection  with  the  Metropolitan  reports  had  you  had 
your  attention  called  to  the  absence  of  any  considerable  amount  of 
collateral  loans?    A.  I  had  not. 
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Q.  Did  you  know  how  they  dealt  with  them  at  the  end  of 
the  year,  transferring  them  to  Vermilye  and  Company,  or  did  that 
ever  come  to  your  attention?     A.  In  1899,  was  this? 

Q.  Well,  at  any  time  ?     A.  No. 

Q.  Either  in  an  examination,  or  out  of  it,  that  was  never  brought 
to  the  attention  of  the  department  ?    A.  No,  sir. 

Q.  Did  you  examine  into  the  charges  filed  with  the  department 
by  one  Tate  in  connection  with  the  Provident  Savings  Life  Assur- 
ance Society?     A.  I  did  not. 

Q.  Was  there  any  attention  paid  to  that  by  the  department  ?  A. 
I  think  there  was. 

Q.  Who  had  the  matter  in  hand?  A.  My  impression  is  that 
about  the  time  those  charges  were  made,  or  shortly  subsequent 
thereto,  the  Provident  Savings  was  being  examined  by  two  other 
States  than  New  York,  and  these  charges  were  taken  up  there, 
and  the  representatives  of  the  two  States  making  the  examinations 
were  asked  to  investigate  those  charges. 

Q.  Did  they  investigate  them?     A.  My  idea  is  that  they  did. 

Q.  Did  they  make  a  report  to  your  department?  A.  I  think 
they  did. 

Q.  Have  you  got  that  report,  you  can  send  that  down  to  us? 
A.  If  it  is  there. 

Q.  Well,  did  they  make  an  investigation  as  to  whether  there 
had  been  a  concealment  of  agents'  balances  in  the  report  to  the 
New  York  department  by  collections  at  the  end  of  the  year  and 
renewed  advances  the  beginning  of  the  year — I  mean  conceal- 
ment in  the  sense  that  collections  had  been  made  so  that  cash  could 
be  reported  and  then  advances  remade  after  the  report  had  been 


5780 


Testimony  of  Isaac  Vanderpoel 

put  in?     A.  Did  the  commissioners  of  those  States  report  that? 

Q.  Did  they   examine  into  it?     A.  I  could  not  say. 

Q.  Did  your  Department  examine  into  it?  A.  No,  we 
have  not  made  an  examination  of  the  Provident  Savings  since 
1897,  I  think. 

Q.  Was  it  brought  to  your  attention,  property  bought  on 
foreclosure  shortly  before  the  end  of  1900  at  tw^enty-four  thou- 
sand dollars  was  estimated  at  a  value  of  some  forty  thousand 
dollars?    A.  It  was  not. 

Q.  That  appears  to  have  been  one  of  the  subjects  of  the 
affidavit  which  I  understand  was  filed  with  the  Department  and 
reference  was  made  to  the  marking  up  of  certain  real  estate, 
why  shouldn't  the  department  have  made  an  examination  di- 
rectly to  ascertain  whether  there  was  anything  in  those  state- 
ments? A.  I  don't  know  beyond  the  fact  that  my  impression 
is  that  all  the  real  estate  holdings  of  the  Provident  Savings 
have  from  time  to  time  been  appraised  by  the  Department;  that 
is  my  impression. 

Q.  At    their    request?     A.  At    their    request    or    upon    our 

initiative. 

Q.  Well,  through  whom  do  you  make  such  appraisals?     A. 

The  regular  appointed  appraisers. 

Q.  Of  the  Department?    A.  Of  the  Department. 

Q.  Is  it  a  usual  thing  for  companies  to  increase  the  book 
value  of  real  estate  the  same  year  in  which  they  acquire  it — that 
is,  to  credit  themselves  with  a  value  in  excess  of  the  amount  of 
its  cost  almost  immediately  upon  its  acquisition?  A.  I  know 
of  no  such  cases. 
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Q.  That  is  not  a  frequent  occurrence,  according  to  your  ex- 
perience?   A.  No. 

Q.  Would  you  think  it  a  matter  deserving  the  scrutiny  of  the 
Department?    A.  If  it  was  called  to  its  attention. 

Q.  Has  It  been  called  to  the  attention  of  the  Department  that 
in  the  case  of  the  Provident  Savings  there  has  been  an  increase 
of  book  value  the  same  year  in  which  properties  have  been  ac- 
quired ?    A.  I  could  not  say. 

Q.  Of  course,  it  would  be  possible  that  the  properties  would 
be  worth  the  amount,  but  it  is  not  usual  to  mark  up  the  value  on 
the  books  so  soon  after  it  has  been  obtained  ?    A.  No. 

Q.  What  is  the  attitude  of  the  Department  toward  book  val- 
ues, anyway?  Do  you  have  a  ruling  as  to  what  should  be  the 
book  value?  A.  No,  we  have  not.  The  term  "book  value"  as 
used  in  these  annual  statement  blanks  in  some  cases  is  synony- 
mous to  cost,  and  in  some  cases  are  not.  In  the  cases  where 
they  are  not,  they  represent  a  figure  that  would  be  an  inven- 
toried price  at  which  these  corporations  carry  these  realties,  for 
the  purpose  of,  we  will  say,  permanent  investment  upon  a  fair 
percentage  basis. 

Q.  How  can  you  fairly  judge  of  the  showing  made  by  a  re- 
port without  knowing  what  book  value  means  in  the  particular 
case,  whether  it  stands  for  cost  or  whether  it  stands  for  an  esti- 
mated value?  A.  The  statements  provide,  irrespective  of  what 
the  book  value  may  be,  market  value  over  book,  or  over  cost, 
goes  in  as  a  suspended  asset. 

Q.  Does  not  the  use  of  the  words  "book  value"  create  an  im- 
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pression  that  cost  is  referred  to,  which  might  deceive  people? 
A.  It  might. 

Q.  Do  you  think  it  would  be  a  good  thing  to  have  book  value 
limited  to  cost,  and  then  if  a  market  value  or  the  excess  of  mar- 
ket value  over  that  is  taken  it  could  frankly  appear  that  it  was  a 
comparison  of  market  value  with  actual  cost?  A.  The  excess  or 
the  depreciation? 

Q.  Yes.    A.  It  might  not  be  a  bad  idea. 

Q.  Then  there  would  be  no  danger  of  an  assumption  which  is 
contrary  to  the  fact  that  the  book  value  always  stood  for  cost. 
Of  course,  book  value  is  whatever  is  on  the  books  ?    A.  Yes. 

Q.  In  the  examination  of  the  Mutual  Life  did  you  examine 
into  the  charges  made  by  Mr.  Bowles  at  any  time?  A.  I  did 
not. 

Q.  Were  you  conversant  with  the  fact  that  charges  had  been 
made  by  him?    A.  I  was. 

Q.  Were  they  filed  with  the  Department?    A.  I  could  not  say. 

Q.  Had  you  ever  seen  them?    A.  I  never  had. 

Q.  Then  no  one  in  the  Department  referred  them  to  you? 
A.  They  never  did. 

Q.  Did  you  know  that  a  question  was  made  as  to  the  extrav- 
agance of  the  management?  A.  I  heard  of  Mr.  Bowles'  litera- 
ture, but  never  saw  it,  and  I  believe  that  I  understood  that  such 
a  discharge  was  made. 

Q.  How  long  ago  was  that?  A.  I  don't  recall.  I  should  say 
two  or  three  years  ago. 

Q.  Was  it  prior  to  your  last  examination?  A.  I  could  not 
say. 
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Q.  Then  the  fact  is  that  knowing  that  there  had  been  more 
or  less  dissatisfaction  among  policy  holders  of  the  Mutual,  be- 
cause of  alleged  extravagance  in  the  management,  you  did  not 
think  that  it  was  important  to  examine  into  the  Mutual  Life  In- 
surance Company  further  than  to  ascertain  its  solvency?  A.  I 
was  commissioned  to  do  that  only.  I  know  of  no  charges  by 
disgruntled  policyholders  that  were  formally  presented  to  the 
Insurance  Department.    I  know  of  none. 

Q.  You  say  you  were  commissioned  to  look  into  the  matter 
of  solvency  only — who  commissioned  you  to  do  that?  A.  I 
was  commissioned  under  the  regular  form  of  appointment  by 
Mr.  Hendricks. 

Q.  Do  you  have  a  regular  form  of  appointment  which  in  any 
way  limits  the  scope  of  the  examination?    A.  We  do  not. 

Q.  So  you  do  not  mean  by  that  there  was  any  limitation  upon 
what  you  were  empowered  to  do?    A.  There  was  not. 

Q.  Do  you  recall  the  examination  of  the  Mutual  in  1898,  when 
Commissioners  from  Illinois,  Michigan,  Wisconsin,  Ohio,  Mis- 
souri and  Minnesota  were  present?    A.  I  do. 

Q.  Do  you  remember  how  it  happened  that  the  New  York 
Department  come  into  that  examination?    A.  I  do  not. 

Q.  Do  you  remember  whether  the  New  York  Department 
was  invited  to  participate  in  the  examination  after  the  outside 
Commissioners  had  made  their  demand?  A.  I  could  not  say  as 
to  that. 

Q.  Does  that  accord  with  your  recollection?  A.  My  recol- 
lection is  that  the  New  York  Department  was  requested  to 
make  an  examination. 
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Q.  And  that  they  were  requested  by  the  company  to  make  an 
examination?    A.  I  think  so. 

Q.  After  the  other  Commissioners  had  demanded  an  exam- 
ination?   A.  That  I  could  not  say. 

Q.  Did  you  come  to  New  York  at  that  time  for  the  purpose 
of  taking  charge  of  that  examination?    A.  I  did. 

Q.  Whom  did  you  meet  here?    A.  Of  the  other  officials? 

Q.  Yes.    A.  I  met  them  all. 

Q.  Who  were  detailed  to  make  the  examination?  A.  Mr. 
Brinckerhoff. 

Q.  Of  Illinois?  A.  Of  Illinois — ^lie  represented  the  other 
States. 

Q.  And  did  you  and  Mr.  Brinckerhoff  take  charge  of  that 
work  of  examination?    A.  We  did. 

Q.  And  the  other  Commissioners  were  told  that  they 
could  wait  until  you  got  through?  A.  No,  the  other  Commis- 
sioners came  here  from  time  to  time  and  held  regular  sessions 
in  New  York. 

Q.  Did  the  other  Commissioners  make  any  examination?  A. 
They  had  their  representatives  independent  of  Mr.  Brinckerhoff. 

Q.  In  the  actual  conduct  of  the  examination  ?  A.  In  the  ac- 
tual conduct  of  the  examination. 

Q.  Who  were  they  ?  A.  There  were  quite  a  number.  I  never 
knew  these  men,  never  saw  them  before,  but  were  first  and  last, 
I  suppose,  thirty  or  forty  representatives  of  those  various  six 
or  seven  States. 

Q.  Do  you  recall  that  information  was  requested  by  any  of 
the  Commissioners  and  refused — I  mean  information  was  re- 
fused by  the  company  ?    A.  I  do  not  recall. 
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Q.  Do  you  recall  that  a  salary  list  was  asked  for  and  that  it 
was  declined?   A.  I  do  not  recall  that. 

Q.  Do  you  recall  that  they  desired  to  examine  certain  agency 
contracts  and  were  not  allowed  to  do  so?  A.  I  do  not  recall 
that. 

Q.  Do  you  recall  whether  you  made  an  examination  of  the 
salary  list  and  the  agency  contracts  at  the  time  ?    A.  I  did  not. 

Q.  Do  you  recall  whether  you  requested  the  officers  for  an 
opportunity  to  make  the  examination?  A.  Oi  the  agency  con- 
tracts? 

Q.  Yes.  A.  I  did  not. 

Q.  Do  you  remember  that  the  other  commissioners  were  in- 
formed that  certain  matters  were  in  charge  of  yourself  and 
Mr.  Brinckerhoff  and  that  you  would  make  such  an  examination 
as  the  case  required?  A.  I  think  that  those  men  you  speak  of 
were  all  brought  before  the  Commissioners — I  think  they  kept 
in  close  touch  with  the  examination  work  from  week  to  week. 

Q.  Do  you  remember  whether  any  information  was  refused 
in  connection  with  the  examination  ?  A.  I  don't  remember  that 
any  was. 

Q.  Why  was  it  that  these  particulars  to  which  I  refer  were 
not  asked  for?    A.  I  do  not  recall  that,  sir. 

Q.  Were  not  several  of  those  Commissioners  very  anxious  to 
know  in  regard  to  a  number  of  those  matters  and  unable  to  get 
information?  A.  That  I  could  not  say.  They  never  made  such 
intimation  to  me,  I  know. 

Q.  You  did  not  make  any  such  suggestion  to  any  of  the  of- 
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.  ncers  of  the  company  that  you  desired  information  which,  in 
fact,  was  not  forthcoming?    A.  I  did  not. 

THE  CHAIRMAN:  Mr.  Vanderpoel,  we  would  Hke  you 
here  at  2:30  this  afternoon.  The  Committee  will  take  a  recess 
until  2:30  o'clock  this  afternoon. 

Recess  until  2:30  p.  m. 
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AFTER  RECESS. 

EDWIN  W.  COGGESHALL,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows : 

BY  MR.  HUGHES: 

Q.  Mr.  Coggeshall,  you  have  been  subpoenaed  here  in  order 
that  we  might  have  testimony  in  regard  to  certain  transactions 
in  the  stock  of  the  Lawyers'  Mortgage  Insurance  Co.  Were 
you  at  any  time  president  of  that  company  ?  A.  I  was  president 
of  the  company  temporarily  from  its  organization  until  Decem- 
ber, 1902. 

O.  What  was  the  capital  stock  of  that  company  originally? 
A.  The  capital  stock  originally  was  $500,000,  afterwards  re- 
duced to  $300,000. 

Q.  When  was  the  capital  stock  increased?  A.  In  the  early 
part  of  1901. 

Q.  What  was  the  amount  of  the  increase?  A.  The  increase 
was  $300,000  to  $1,000,000. 

Q.  How  much  of  the  increase  did  the  existing  stockholders 
take?  A.  They  took  fifty  per  cent,  of  their  holding,  or  fifteen 
hundred  shares. 

Q.  Was  it  arranged  with  the  existing  stockholders  that  the 
residue  of  the  increase  could  be  disposed  of?    A.  Five  thousand 
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five  hundred  shares  in  addition  of  the  seven  thousand  shares 
were  sold  to  Mr.  Henry  Morgenthau. 

Q.  By  an  arrangement  to  which  the  existing  stockholders 
consented?  A.  Under  an  agreement,  subject  to  the  consent 
of  the  stockholders,  and  approved  by  them  at  a  stockholders' 
meeting. 

Q.  Did  you  have  any  conversations  with  reference  to  the 
Mutual  Life  Insurance  Company  taking  any  part  of  that  stock 
which  Mr.  Morgenthau  was  a  subscriber  for?  A.  We  made  the 
suggestion  to  Mr.  Morgenthau  that  it  would  be  of  value  to  us 
to  have  the  Mutual  Life  hold  some  of  that  stock. 

Q.  And  was  i,ooo  shares  mentioned  as  the  amount?  A.  It 
was. 

Q.  Which  the  Mutual  Life  might  hold?    A.  It  was,  yes. 

Q.  Did  you  see  any  officer  of  the  Mutual  Life  in  regard  to 
that?  A.  I  made,  on  Mr.  Morgenthau's  behalf,  as  I  was  ac- 
quainted with  Mr.  McCurdy  and  he  was  not,  I  made  the  ofifer  to 
Mr.  McCurdy  of  the  opportunity  of  taking  from  Mr.  Morgen- 
thau a  thousand  shares  for  the  Mutual  Life. 

Q.  That  was  Mr.  Richard  A.  McCurdy?  A.  Mr.  Richard 
A.  McCurdy. 

Q.  What  interview  did  you  have  with  Mr.  Richard  A.  Mc- 
Curdy regarding  it,  what  was  the  substance  of  it?  A.  The 
substance  was  to  offer  on  Mr.  Morgenthau's  behalf  to  the  Mu- 
tual Life  Insurance  Company  an  opportunity  to  take  one  thou- 
sand shares  of  the  new  issue. 

Q.  Did  Mr.  McCurdy  make  any  suggestion  as  to  the  willing- 
ness of  the  company  to  take  it?  A.  Mr.  McCurdy  gave  me  to 
understand  that  the  company  would  accept  it. 
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Q.  Subsequently  did  you  and  Mr.  Morgenthau  receive  any 
information  as  to  the  way  in  which  those  certificates  for  the 
thousand  shares  should  be  issued?  A.  We  received  instruc- 
tions directing  us  to  issue  the  thousand  shares  to  Mr.  N.  D. 
Putnam,  Jr. 

Q.  Were  the  thousand  shares  issued  to  Mr.  N.  D.  Putnam, 
Jr.?      A.  They  were. 

Q.  Was  it  intended  that  the  thousand  shares  should  be  for 
the  Mutual  Life  ?    A.  That  was  our  intention. 

Q.  When  was  this?    A.  In  May,  I  think,  1901. 

Q.  Did  it  subsequently  come  to  your  a,ttention  or  through  the 
transfer  of  certificates  that  these  thousand  shares  were  not  trans- 
ferred to  the  Mutual  Life  Insurance  Company?    A.  It  did. 

Q.  Were  you  at  any  time  connected  with  the  Lawyers'  Title 
Insurance  Company?  A.  I  have  been  its  President  since  its  or- 
ganization. 

Q.  Did  that  company  have  an  increase  of  stock  at  any  time? 
A.  It  had  several. 

Q.  Did  it  have  any  increase  in  which  it  was  thought  advis- 
able that  the  Mutual  Life  should  participate?  A.  The  Mutual 
participated  in  both — in  its  second  increase. 

Q.  In  the  second  increase  of  stock  what  amount  was  it 
thought  advisable  that  the  Mutual  should  receive?  A.  I  think 
their  proportion  was  one  thousand  shares. 

Q.  Did  you  at  that  time  have  this  information  that  the  thou- 
sand shares  of  the  Lawyers'  Mortgage  Insurance  Company 
stock  which  had  been  intended  for  the  Mutual  had  been  divided 
so  that  it  was  not  transferred  into  the  name  of  the  Mutual?  A. 
It  did. 
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Q.  Did  you  as  a  result  of  that  have  any  conversation  with 
any  officer  of  the  Mutual  with  reference  to  the  manner  in  which 
the  thousand  shares  of  the  Lawyers'  Title  should  be  taken  ?  A. 
I  had  a  conversation  with  Mr.  Frederick  Cromwell  regarding  it. 
Q.  What  was  the  subject  of  that  conversation?  A.  I  stated 
to  Mr.  Cromwell  that  if  the  syndicate  which  was  then  placing 
this  stock  with  the  Mutual — if  the  stock  so  placed  was  not  to  be 
taken  by  the  Mutual  but  was  to  be  treated  as  the  Mortgage 
Company's  assignment  of  stock  had  been,  it  would  be  of  no 
interest  to  us. 

O.  Did  you  tell  him  how  you  understood  the  stock  of  the 
Mortgage  Security  Company  had  been  treated?    A.  I  did. 

Q.  What  did  you  say  with  regard  to  that?  A.  I  cannot  re- 
member, Mr.  Hughes,  the  exact  words. 

Q.  In  substance?  A.  But  in  substance — ^that  it  had  all  gone 
to  individuals  and  none  of  it  had  gone  to  the  Mutual. 

Q.  What  did  Mr.  Cromwell  say  to  that?  A.  Mr.  Cromwell 
was  exceedingly  surprised,  and  stated  to  me  that  he  knew  noth- 
ing about  it  and  assured  me  that  the  stock  of  the  Lawyers'  Title 
Insurance  Company  should  all  go  to  and  be  retained  by  the 
Mutual. 

Q.  Was  that  the  result  ?    A.  Yes. 

Q.  Then  the  thousand  shares  of  the  Lawyers'  Title  Company 
did  go  to  the  Mutual  and  were  held  by  them  ?    A.  Yes,  sir. 

Q.  Referring  again  to  the  Lawyers'  Mortgage  Insurance 
Company  stock  and  the  time  of  the  increase  that  you  have  re- 
ferred to,  when  it  was  intended  that  the  thousand  shares  should 
be  taken  by  the  Mutual  which  were  in  fact  divided  among  in- 
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dividuals,  was  the  price  $125  a  share  at  which  the  one  thousand 
shares  were  taken?    A.  Yes,  sir. 

Q.  Was  that  the  price' at  which  it  had  been  taken,  that  is  their 
share  of  the  increase  had  been  taken,  by  stockholders?    A.  Yes, 

sir. 

Q.  Was  that  a  favorable  price  ?  A.  It  was  favorable  because 
in  order  that  the  book  value  might  accord  with  the  price  at 
which  Mr.  Morgenthau  was  purchasing  the  stock  a  cash  div- 
idend of  15  per  cent,  was  paid  to  the  old  stockholders,  which 
brought  the  book  value  of  the  stock  down  to  about  $125. 

Q.  So  it  was  practically  letting  those  who  took  the  stock  in 
on  the  ground  floor?    A.  Yes. 

Q.  With  every  prospect  of  an  increase  in  value?    A.  Yes,  sir. 

Q.  In  connection  with  the  Lawyers'  Title  Insurance  Company 
do  you  remember  at  the  time  of  the  increase  of  capital  in  1901 
that  an  arrangement  was  made  by  which  the  Equitable  should 
take  two  thousand  shares?    A.  1901  you  say? 

Q.  Yes.    A.  Yes. 

Q.  And  do  you  remember  that  of  the  certificates  for  the  2,000 
shares  taken  by  the  Equitable  there  were  transferred  by  en- 
dorsement of  the  original  certificates  some  820  shares  to  certain 
individuals?    A.  830,  I  think,  sir. 

Q.  Eight  hundred  and  thirty  shares  to  certain  individuals? 
A.  Yes,  sir. 

Q.  We  have  the  information,  I  believe,  with  regard  to  that  al- 
ready on  the  record.  Now,  do  you  remember  that  at  the  time 
of  the  increase  of  the  Lawyers'  Title  Insurance  Company  stock 
in  October,  1902,  that  one  thousand  shares  were  apportioned  to 
the  Equitable?    A.  Yes,  sir. 
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Q.  That  was  at  the  time  that  one  thousand  shares  went  to 

the  Mutual,  and  you  had  this  interview  with  Mr.  Cromwell?    A. 

Yes,  sir. 

Q.  Do  you  remember  whether  any  part  of  that  thousand 

shares  was  taken — was  issued  to  the  Equitable?    A.  No  part 

was  so  issued. 

Q.  To  whom  was  it  issued?    A.  To  various  individuals,  all  of 

whose  names  I  cannot  give  you. 

Q.  We  have  here  a  list  as  furnished  by  the  Equitable,  which 

I  will  read  upon  the  record : 

James  W.  Alexander 200  shares 

H.  C.  Deming '.       50 

Tames  H.  Hyde 200 

A.  F.  Hyde 80 

T.  D.  Jordan 50 

W.  H.  Mclntyre 100 

F.  M.  Pendrich 20 

S.  D.  Ripley 20 

George  H.  Squire 400 

Williamson  &  Squire 80 

Total   1,200  shares 

Was  it  intended  that  any  part  of  those  1,200  shares  should  be 
taken  by  the  officers  of  the  Equitable?    A.  It  was  not. 

Q.  It  was  intended  that  those  should  be  for  the  Equitable 
Society?    A.  So  far  as  we  were  concerned. 

Q.  When  you  say  that  you  refer  to  your  company?  A.  I 
refer  to  the  company. 
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Q.  In  the  report  of  Superintendent  Hendricks  as  of  June  21st, 
1905,  with  reference  to  the  transactions  of  the  Equitable  So- 
ciety appears  this  statement:  "This  is  a  brief  statement  of  the 
view  of  the  transactions  between  the  Equitable  Society,  and 
seven  of  the  ten  corporations  which  are  advertised  as  affiliated 
companies.  Time  has  not  permitted  even  a  partial  investigation 
of  its  business  relations  with  the  other  three,  to-wit :  The  Law- 
yers' Title  Insurance  Company,  the  Lawyers'  Mortgage  Insur- 
ance Company  and  the  Franklin  National  Bank.  But  the  facts 
here  stated  disclose  a  very  decided  tendency  on  the  part  of  some 
of  the  Directors  and  officers  of  the  Society  to  sacrifice  its  in- 
terest in  order  that  they  may  r-eap  the  profits  through  the  media 
of  these  corporations."  Was  the  Lawyers'  Title  Insurance  Com- 
pany or  the  Lawyers'  Mortgage  Insurance  Company  an  affili- 
ated company  with  the  Equitable  Society?  A.  They  were  not 
in  any  sense. 

Q.  What  was  the  amount  of  the  stock  of  the  Lawyers'  Mort- 
gage Insurance?  A.  The  capital  stock  of  the  Mortgage  Com- 
pany to-day? 

Q.  Yes.     A.  $2,000,000. 

Q.  What  proportion  of  that  is  held  by  the  Equitable?  A.  I 
could  not  tell  you,  Mr.  Hughes,  without  reference  to  the  books. 

Q.  The  Lawyers'  Title  Insurance  Company,  what  was  the 
amount  of  that  stock  ?  A.  The  Equitable  and  Mutual  each  held 
about  4,500  shares  out  of  40,000,  the  capital  stock  of  the  Law- 
yers' Title  Company  being  four  million  dollars. 

Q.  Is  there — is  either  the  Lawyers'  Title  Insurance  Company 
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or  the  Lawyers'  Mortgage  Insurance  Company  managed  di- 
rectly or  indirectly  by  the  Equitable?    A.  No,  sir. 

Q.  Or  by  any  insurance  company?    A.  It  never  has  been. 

Q.  They  are  entirely  independent  corporations?  A.  Abso- 
lutely. 

Q.  Did  you  call  the  attention  of  Superintendent  Hendricks  to 
this  suggestion  in  the  reports  that  these  companies  were  affili- 
ated companies  ?  A.  I  did.  I  wrote  him  in  June  calling  his  at- 
tention specifically  to  exactly  what  our  relations  were. 

Q.  And  with  what  result?  A.  To-wit,  that  they  held  4,500 
shares  and  were  represented  by  four  representatives  on  a  Board 
of  twenty-four,  and  that  our  only  business  relations  with  them 
were  the  examination  and  insurance  of  title,  the  sale  of  mort- 
gages to  them,  the  borrowing  of  money  on  the  collateral  secur- 
ity of  mortgages,  at  the  market  rate,  and  that  we  had  never  been 
interested  in  any  syndicate  in  any  form  whatever.  I  asked  Mr. 
Hendricks  to  verify  my  statements,  and  offered  to  appear  at  any 
time  and  testify  in  regard  to  it. 

Q.  What  has  occurred  with  reference  to  it  since  that  time?  A. 
After  a  somewhat  lengthy  correspondence,  Mr.  Hendricks 
finally  wrote  me  and  said  he  would,  as  I  was  persistent  in  re- 
gard to  it,  give  us  that  investigation. 

Q.  Has  it  been  held?    A.  It  has  not. 

Q.  In  order  that  we  may  suitably  identify  the  transaction,  I 
will  recur  again  to  the  thousand  shares  of  the  Lawyers'  Mort- 
gage Insurance  Company  which  you  intended  for  the  Mutual 
and  which  were  divided  among  certain  persons.  Were  the  cer- 
tificates for  those  thousand  shares  issued  to  N.  D.  Putnam,  Jr., 
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in  accordance  with  the  advices  you  received  in  1901  ?  A.  Yes, 
sir. 

Q.  In  June  of  that  year?  A.  May,  I  think,  possibly  they  were 
issued  in  June.    The  increase  was  in  May. 

Q.  That  is  the  only  transaction  with  Mr.  Putnam?  A.  That 
is  all. 

Q.  In  the  case  of  the  Lawyers'  Mortgage  Company  at  the 
time  when  the  thousand  shares  were  taken  by  Mr.  Putnam  in 
the  manner  you  have  described,  were  there  also  one  thousand 
shares  allotted  to  the  Equitable?    A.  There  were. 

Q.  And  were  those  also  divided  up  among  individuals  ?  A.  I 
really  could  not  tell  you  without  referring  to  the  books,  Mr. 
Hughes. 

Q.  Was  there  another  increase  of  stock  of  the  Lawyers' 
Mortgage  Company  in  1903?    A.  Yes,  sir. 

Q.  Was  there  an  allotment  of  any  part  of  that  increase  to 
the  Mutual?    A.  I  think  so,  but  I  cannot  state  positively. 

Q.  Was  there  an  allotment  of  any  part  of  that  increase  to  the 
Equitable  ?    A.  I  think  the  both  of  them. 

Q.  Do  you  know  whether  the  Mutual  took  the  stock  in  its 
own  name  ?  A.  My  impression  is  that  it  did,  but  I  cannot  state 
positively. 

Q.  Do  you  know  as  to  the  Equitable?  A.  No,  I  cannot  state 
as  to  that. 

Q.  Mr.  Coggeshall  wishes  to  correct  a  statement  in  his  testi- 
mony as  to  the  present  capital  stock  of  the  Lawyers'  Mortgage 
Company?    A.  Two  million  and  a  half  instead  of  two  million. 

Q.  That  is  after  the  increase  of  1893?     A.  Present  capital. 
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NATHANIEL  D.  PUTNAM,  JR.,  called  as  witness,  being 
duly  sworn,  testified  as  follows: 

BY  MR.  HUGHES : 

Q.  Mr.  Putnam,  you  reside  in  the  city?    A.  Brooklyn. 

Q.  You  are  connected  with  what  institution?  A.  The  Guar- 
anty Trust  Company. 

Q.  In  what  capacity  are  you  employed  by  the  Guaranty  Trust 
Company?    A.  Loan  clerk. 

Q.  Were  you  employed  by  the  Guaranty  Trust  Company  in 
1901  ?     A.  Yes,  sir. 

Q.  In  the  same  capacity?    A.  Same  capacity. 

Q.  Did  you  receive  certificates  for  a  thousand  shares  of  the 
Lawyers'  Mortgage  Insurance  Company  in  June,  1901  ?  A.  Not 
in  June — in  May;  I  think  it  was  1901. 

Q.  You  received  a  certificate  for  a  thousand  shares ;  it  was  taken 
in  your  name?    A.  A  thousand  shares  taken  in  my  name. 

Q.  At  whose  suggestion  was  it  taken  in  your  name?  A.  The 
treasurer  of  the  company. 

Q.  Treasurer  of  what  company?  A.  Guaranty  Trust  Com- 
pany. 

Q.  Who  paid  for  the  thousand  shares?  A.  The  Guaranty 
Trust  Company. 

Q.  Was  the  Guaranty  Trust  Company  acting  on  behalf  of  cer- 
tain subscribers  or  individuals?     A.  I  could  not  say. 

Q.  Well,  it  was  acting  on  behalf  of  four  individuals,  wasn't 
it?    A.  Yes. 
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Q.  Who  were  thty  ?    A.  I  don't  remember  all  of  them. 

Q.  Mr.  Haven  was  one?    A.  Mr.  Haven  was  one. 

Q.  Mr.  J.  J.  Haven?    A.  J.  J.  Haven. 

Q.  Mr.  Julliard  was  another  ?    A.  Yes. 

Q.  Mr.  Jarvie  was  another?     A.  Yes,  sir. 

Q.  Mr.  R.  A.  McCurdy  was  another?     A.  Yes,  sir. 

Q.  And  the  thousand  shares  were  taken  by  the  Guaranty  Trust 
Company  on  their  behalf?    A.  Yes,  sir. 

Q.  How  were  the  shares  divided  up  after  the  certificate  was  put 
in  your  name  ?  A.  As  J  remember  it  the  stock  was  issued  in  a 
hundred  shares  certificate  and  delivered  to  the  subscribers. 

Q.  How  many  certificates  were  delivered  to  Mr.  Haven?  A. 
I  don't  remember. 

Q.  Wefe  they  divided  in  equal  portions?    A.  No,  sir. 

Q.  Well,  who  got  more  than  the  others^tell  us,  Mr.  Putnam, 
what  you  know  about  it?  A.  I  am  not  sure— that  is  the  only 
thing. 

Q.  Give  use  your  best  recollection.  A.  I  think  Mr.  Haven  got 
loo  shares,  I  think  Mr.  McCurdy  got  200. 

Q.  And  how  much  did  Jarvie  get?    A.  I  think  100. 

Q.  And  Mr.  Julliard?     A.  I  think  he  got  200. 

Q.  What  became  of  the  rest?  A.  Well,  there  were  certain 
other  subscribers. 

Q.  Who  were  the  others  ?  A.  I  think  A.  Iselin  &  Company  got 
loo. 

Q.  Who  else?    A.  I  think  Mr.  Granniss  got  100 — Robert  A. 
Granniss. 
Q.  Yes;  who  else?    A.  I  think  Mr.  Cromwell  got  100— or  200 
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—that  may  account  for  the  whole— I  am  not  quite  sure  of  the 
amount. 

Q.  Are  you  sure  of  that.  You  heard  Mr.  Coggeshall's  testi- 
mony as  to  his  conversation  with  Mr.  Cromwell  that  he  didn't 
know  anything  about— aren't  you  mistaken  in  saying  that  Mr. 
Cromwell  had  anything  to  do  about  it?     A.  I  may  be. 

Q.  Come,  think  a  little  and  see  if  you  cannot  recall  who  did 
have  the  rest?    A.  Well,  I  am  not  quite  sure  of  those  amounts. 

BY  THE  CHAIRMAN : 

Q.  I  cannot  hear  you,  Mr.  Witness;  I  would  like  to  very  much. 
A.  I  am  not  quite  sure  of  those  names  and  amounts. 

BY  MR.  HUGHES : 

Q.  Did  the  Guaranty  Trust  Company  keep  a  memorandum  of 
them?    A.  Yes,  sir. 

MR.  HUGHES :  Will  you  please  go  to  the  Guaranty  Trust 
Company  and  bring  up  what  memorandum  there  is  so  that  we  can 
have  it  exactly,  and  return  with  it. 

JOSEPH  W.  PHAIR,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows : 

BY  MR.  HUGHES : 

Q.  What  is  your  business,  Mr.  Phair  ?  A.  Cashier  of  the  Law- 
yers' Mortgage  Company. 
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Q.  You  have  been  subpoenaed  to  produce  here  the  records  of 
stock  transfers  of  that  company.  Is  this  the  stock  ledger?  A- 
This  is  the  stock  ledger. 

Q.  Have  you  got  an  account  in  that  ledger  showing  the  thou- 
sand shares  transferred  to  Mr.  Putnam  ?    A.  I  have. 

Q.  In  1901,  and  the  transfers  of  those  shares?    A.  I  have. 

Q.  Is  this  at  Folio  153?    A.  That  is  it. 

MR.  HUGHES :  I  offer  it  in  evidence. 

Account  marked  Exhibit  847,  and  read  in  evidence  by  Mr. 
Hughes. 

Q.  Now  that  makes  a  total  on  each  side  of  the  account  of  1,200 
shares.  How  do  you  account  for  that?  A.  Is  that  question  ad- 
dressed to  me? 

Q.  Yes.  A.  Some  of  the  original  certificates — two  of  the  origi- 
nal certificates  were  split  up  to  a  smaller  amount. 

Q.  Which  two  were  those?  A.  543  for  100  shares  and  542  for 
100  shares. 

Q.  And  into  what  amounts  were  they  split?  A.  Shall  I  read 
off  the  numbers  and  amounts? 

Q.  Yes.  A.  771  for  50;  772,  25;  773,  25.  785,  25;  786,  25; 
787,  25 ;  788,  25. 

Q.  So  that  by  reason  of  the  splitting  up  of  these  two  certificates 
the  aggregate  of  the  number  of  shares  was  increased  from  1,000 
to  1,200?    A.  1,200. 

Q.  But  the  only  amount  of  shares  represented  by  the  account 
was  1,000?    A.  The  shares  in  question  are  only  a  thousand. 
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Q.  Now,  have  you  also  produced  a  transfer  book  of  the  Law- 
yers' Mortgage  Company?    A.  I  have. 

Q.  Which  shows  the  receipts  for  the  certificates  that  were  is- 
sued? A.  Shows  the  receipts  and  the  transfer  of  the  original 
certificate. 

Q.  The  certificate  number  537  to  A.  Iselin  &  Company  was 
receipted  for  by  whom — 100  shares?  A.  Why — well,  it  was 
transferred  on  the  books  by  O.  Egerton  Smith  as  attorney. 

Q.  As  attorney  for  whom?    A.  N.  D.  Putnam,  Jr. 

Q.  That  is,  the  signature  for  the  certificate  issued  to  A.  Iselin 
&  Company  was  N.  D.  Putnam,  Jr.,  by  O.  Egerton  Smith,  attor- 
ney?   A.  By  O.  Egerton  Smith,  attorney. 

Q.  As  attorney  for  whom?    A.  N.  D.  Putnam,  Jr. 

Q.  Who  is  receipted  for  536,  issued  to  G.  G.  Haven,  for  100 
shares?    A.  Robert  G.  Hone,  attorney. 

Q.  That  is,  "N.  D.  Putnam,  by?"  A.  By  Robert  G.  Hone, 
attorney. 

Q.  Who  receipted  for  538,  for  100  shares  to  Clinton  Gilbert? 
A.  N.  D.  Putnam,  by  O.  Egerton  Smith,  Attorney. 

Q.  Who  receipted  for  No.  539,  100  shares  ?  A.  N.  D.  Putnam, 
Jr.,  by  O.  Egerton  Smith,  Attorney. 

Q.  Who  receipted  for  No.  540,  for  100  shares,  to  Clinton  Gil- 
bert?   A.  O.  Egerton  Smith,  Attorney. 

Q.  Who  receipted  for  No.  543  to  N.  D.  P.,  Jr.  ?  A.  What  date 
is  that? 

Q.  June  19th  ?    A.  May  I  see  that  entry,  please  ? 

Q.  Is  that  it  (indicating)  ?  A.  That  was  simply  a  transfer,  a 
split  up. 
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Q.  That  was  simply  split  up.  Who  receipted  for  No.  535  to 
Augustus  D.  Juilliard,  for  100  shares?  A.  O.  Egerton  Smith, 
Attorney. 

Q.  Who  receipted  for  No.  771,  Cliraton  Gilbert,  50  shares?  A. 
O.  Egerton  Smith,  Attorney. 

Q.  Before  we  read  that  there  is  542 — 100  shares  that  was  simply 
split  up  ?    A.  Split  up. 

Q.  The  next  one,  W.  H.  Berger  &  Company,  786 — -25  shares — 
who  receipted  for  that  ?    A.  O,  Egerton  Smith. 

Q.  Who  receifrted  for  772,  W.  H.  Berger  &  Company,  25  shares  ? 
A.  O.  Egerton  Smith,  Attorney. 

Q.  Who  receipted  for  George  H.  Sfuire,  773, 25  shares  ?  A.  O. 
Egerton  Smith,  Attorney. 

Q.  And  who  for  785  to  George  H.  Squire,  25  shares?  A.  O. 
Egerton  Smith,  Attorney. 

Q.  ,787,  25  shares  to  George  H.  Sqiuire?    A.  O.  Egerton  Smith. 

Q.  778?    A.  O.  Egerton  Smith. 

Q.  541  ?    A.  O.  Egerton  Smith. 

Q.  C.  G.  Turner  &  Sons,  534,  100  shares?  A.  O.  Egerton 
Smith. 

Q.  Pardon  me  a  moment,  these  shares  that  were  split  up  were 
transferred  at  subsequent  dates,  were  they  not  ?  A.  They  were, 
yes,  sir. 

Q.  M  other  wordSj  there  appear  to  have  been  some  transfers  of 
those  that  were  split  up  in  September  and  December  of  1901,  and 
February,  1902.  Is  there  anything  to  indicate  the  sale  of  those 
shares  ?  A.  Nothing  on  our  books — well,  they  must  have  been  sold 
or  parted  with  by  Mr.  Putnam,  who  executed  a  power  of  attorney 
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authorizing  the  transfer,  and  they  were  transferred  on  the  books 
by  O.  Egerton  Smith,  as  Attorney  for  Mr.  Putnajn,  to  these  vari- 
ous people. 

Q.  Well,  does  it  appear  that  the  various  people  that  are  named 
here  disposed  of  them — ^have  the  shares  been  transferred  out  of 
their  names  ?    A.  Some  may  have  and  some  may  not. 

Q.  Would  that  be  .shown  by  your  ledger  here?    A.  It  would. 

Q.  Well,  look,  for  example,  at  G.  G.  Haven  and  tell  me  if  that 
is  standing  in  his  name  ?    A.  No,  sir. 

Q.  When  was  it  transferred  out  of  his  name?  A.  September 
4th,  1901. 

Q.  To  whom  was  it  transferred  ?    A.  Clinton  Gilbert. 

Q.  By  Certificate  No.  763  ?    A.  Yes. 

Q.  Who  neoeipted  for  that  ?  A.  Robert  G.  Hone,  Attorney — G. 
G.  Haven,  by  Robert  G.  Hone,  Attorney. 

Q.  That  puit  them  in  the  hands  of  Mr.  Gilbert  on  September  4th, 
1901  ?    A.  Yesj  sir. 

Q.  Now,  take  Mr,  Julliard's  and  tdl  me  how  that  was  trans- 
ferred? A.  Ilhat  was  transfcrried  on  December  6th,  1901,  to  vari- 
ous parties. 

Q..  Who  are  they  ?  A.  J.  H.  Latham,  twenty  shares ;  Morton 
Squire,  twenty;  Williaoajson  &  Squire,  thirty;  George  H.  Squire, 
Jr.,  twenty-five ;  Alice  J.  Williamson,  five. 

Q.  Take  A.  I&elin  i&  Company— ^when  was  that  transferred  out 
of  their  ka-nds  ?     A.  Oct0ber  23d,  1901. 

Q.  To  ^i^^hom?    A.  Clinton  Gilbert. 

Q.  For  the  entire  amount?  A.  For  the  entire  amount — two 
certificates  of  fifty  each. 
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Q.  So,  with  the  exception  of  the  Iselin  shares,  all  the  other 
shares  went  through  Clinton  Gilbert — ^all  the  rest  of  the — what 
was  the  total  that  went  into  Clinton  Gilbert's  hands  after  these 
transfers  by  Mr.  Haven  and  Mr.  Juilliard?  A.  You  want  me  to 
trace  that  up  and  figure  it? 

MR.  HUGHES :  Will  you  withdraw  for  a  moment,  Mr.  Phair  ? 

NATHANIEL  D.   PUTNAM,  JR.,  resumed: 

BY  MR.  HUGHES: 

Q.  Have  you  a  memorandum  from  the  Guaranty  Trust  Com- 
pany?   A.  Yes,  sir. 

Q.  Will  you  tell  us  who  were  the  parties  who  actually  took  the 
shares  or  had  the  beneficial  interest  in  the  thousand  shares  of  the 
Lawyers'  Mortgage  Insurance  Company,  for  which  you  received 
a  certificate  in  your  name  in  1901  ?  A.  James  N.  Jarvie,  one  hun- 
dred shares ;  G.  G.  Haven,  two  hundred  shares ;  R.  A.  McCurdy, 
two  hundred  shares;  R.  A.  Granniss,  one  hundred;  Frederic 
Cromwell,  one  hundred;  A.  Iselin  &  Company,  one  hundred;  A. 
B.  Juilliard,  two  hundred. 

Q.  Have  you  any  information  regarding  the  subsequent  sale  of 
those  shares?  A.  No,  sir.  We  carried  the  stock  for  about  a 
month — a  little  less  than  a  month,  and  it  was  taken  up,  cost  and 
interest. 

Q.  Who  took  it  up  ?    A.  The  subscribers. 
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Q.  These  gentlemen  you  have  named?     A.  Yes,  sir. 
Q.  At  125  and  interest?    A.  And  interest,  yes. 
Q.  That  is  all  you  know  about  the  matter?    A.  That  is  all  I 
know  about  it. 

JOSEPH  W.  PHAIR,  resumed : 

The  pending  question  was  read  by  the  stenographers  as  follows : 
"What  was  the  total  that  went  into  Clinton  Gilbert's  hands  after 
this  transfer  by  Mr.  Haven  and  Mr.  Juilliard?"     A.  I  think  I 
answered  that ;  I  think  I  said  about  five  hundred  and  fifty. 

BY  MR.  HUGHES : 

Q.  Now,  you  have  an  account  with  George  H.  Squire  in  this 
book,  have  you  not  ?    A.  I  have,  sir. 

Q.  At  Folio  183?     A.  The  original  is  182. 

Q.  What  is  the  amount  of  stock  that  was  put  in  the  name  of 
George  H.  Squire,  of  the  Lawyers'  Mortgage  Insurance  Company, 
in  1901  ?    A.  Fifteen  hundred  shares. 

Q.  And  when  was  that  put  in  his  name?    A.  May  13,  1901. 

Q.  To  whom  the  transfers  of  that  stock  made — you  need  not 
give  the  numbers  of  the  certificates,  but  just  give  me  the  names  of 
the  parties  to  whom  it  was  transferred  and  the  number  of  shares 
to  each?  A.  This  will  have  to  be  picked  out.  Will  somebody 
take  that  down  ? 

Q.  He  (indicating  the  stenographer)  will  take  it. 

A.  Equitable  Life 200 

James  W.  Alexander. 100 
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Louis  Fitzgerald xoo 

James  H.  Hyde icx) 

L.  W.  Lawrence loo 

The  Equitable  Life 500 

James  H.  Hyde 50 

William  H.  Mclntire 50 

Annie  F.  Hyde 50 

H.  M.  Alexander 100 

Mary  E.  Jordan 50 

Eq.uitable   Life 5° 

J.  H.  La«ham 30 

Williamson  &  Squire 20 

MR.  HUGHES:  I   will  offer  that  account  with  George  H. 
Squire,  Folios  182  and  183,  in  evidence. 

(Account  marked  Exhibit  No.  848,  and  will  be  found  in  the 
Book  of  Exhibits.) 

Q.  Is  this  folio  76,  an  account  of  the  stock  transactions  with 
James  H.  Hyde?    A.  It  is. 

MR.  HUGHES :  I  offer  that  in  evidence. 

(The  folio  in  the  ledger  was  marked  Exhibit  No.  849.) 

Q.  Now,  I  find  in  this  account  under  dje  name  of  James  H. 
Hyde,  on  the  credit  side  an  entry  under  dalte  of  August  9th, 
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1901,  George  H.  Squire,  fifty  shares.     What  was  that?    A.  Trans- 
fer of  stock  from  George  H.  Squire's  account,  to  Mr.  Hyde. 

Q.  And  that  was  part  of  that  fifteen  hundred  shares  issued  to 
Mr.  Squire  on  May  13th,  1901  ?    A.  Yes,  sir. 

Q.  Then,  I  find  a  credit  under  date  of  February  sth,  1902, 
George  H.  Squire,  one  hundred  shares,  still  referring  to  the  ac- 
count iti  the  name  of  James  H.  Hyde.  What  was  that?  A.  That 
is  also  a  transfer  from  Mr.  George  H.  Squire's  account  to  Mr. 
Hyde's  account. 

Q.  Of  that  same  original  transaction?    A.  Yes. 

Q.  I  find  on  the  debit  side  of  Mr.  Hyde's  account,  under  date  of 
July  Sth,  1902,  to  the  Equitable  Life,  fifty  shares.  That  was  the 
amount  transferred  to  the  Society  by  Mr.  Hyde  ?    A.  It  was. 

Q.  To  which  you  have  already  referred?  A.  I  was  tracing 
it  up. 

Q.  This  is  fifty  shares  transferred  by  Mr.  Hyde  to  the  Equit- 
able, distinguished  from  the  shares  transferred  by  Mr.  Squire  to 
the  Equitable,  is  it  not  ?    A.  Yes. 

Q.  And  I  find  certain  debits  under  date  of  February  6th,  1903, 
transfers  by  Mr.  Hyde  to  certain  parties  named.  Was  that  part  of 
the  increased  capital  of  1903  ?    A.  That  was. 

Q.  How  much  of  that  increased  capital  in  1903,  of  the  Lawyers' 
Mortgage  Company,  did  Mr.  Hyde  receive?    A.  2,420  shares. 

Q.  Was  that  transferred  direct,  or  issued  rather,  by  a  certificate 
direct  from  the  Lawyers'  Mortgage  Company  to  Mr.  Hyde?  A. 
That  was. 

Q.  Was  that  the  entire  amount  which  was  allotted  at  that  time 
to  the  Equitable?    A.  I  don't  know. 

Q.  You  do  not  know  as  to  that?    A.  No. 
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Q.  To  whom  were  those  shares  transferred  by  Mr.  Hyde,  and 
what  dates  ?  Give  me  the  dates  and  the  amounts  ?  A.  February 
3d,  1903,  V.  P.  Snyder,  100  shares ;  H.  M.  Alexander,  100  shares ; 
J.  W.  Alexander,  100  shares;  P.  D.  Jordan,  100  shares;  H.  O. 
Deming,  50  shares;  H.  R.  Winthrop,  8  shares;  The  Equitable 
Life,  1,439  shares;  George  H.  Squire,  203  shares;  and  the  Equit- 
able Life,  July  14th,  20  shares,  and  on  October  5th,  1904,  Frank 
H.  Shipman,  300  shares. 

Q.  You  have  not  any  account  with  Mr.  McCurdy  in  the  book? 
A.  Mr.  Richard  A.  McCurdy  ? 

Q.  Yes.    A.  Folio  127. 

Q.  The  account  you  now  show  me  on  folio  128  is  the  account 
of  the  Mutual  Life  Insurance  Company  ?    A.  Yes. 

Q.  It  shows  the  issue  of  the  second  increase  in  the  capital  stock 
in  1903,  to  the  Mutual  Life,  of  1,500  shares?    A.  Yes. 

Q.  And  those  shares  have  not  been  transferred  out  of  its  name? 
A.  No,  sir. 

Q.  So  that  whatever  shares  appear  in  your  books  as  in  the 
names  of  officers  of  the  Mutual  Life  out  of  the  increased  capital  of 
903,  were  not  part  of  the  fifteen  hundred  shares  allotted  to  the 
Mutual  ?    A.  No,  sir. 

MR.  HUGHES :  I  offer  the  Mutual  account,  folio  128,  in  evi- 
dence. 

(The  folio  in  the  ledger  was  marked  Exhibit  No.  850.) 
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THE  CHAIRMAN :  Then  the  shares  which  'were  divided  were 
from  the  allotment  to  the  Equitable,  were  they? 

MR.  HUGHES :  No. 

THE  CHAIRMAN:  The  fifteen  hundred  shares  which  you 
have  just  mentioned 

MR?  HUGHES :  That  is  in  1903.  What  we  were  last  speak- 
ing of  was  the  issue  of  one  thousand  shares  in  1901,  which  were 
not  taken  by  the  Mutual,  but  taken  in  the  name  of  Putnam,  which 
were  taken  by  the  individuals  who  have  been  named,  and  as  testi- 
fied by  Mr.  Putnam.  Then  we  had  reference,  in  addition  to  those, 
to  certain  allotments  in  the  names  of  individuals  connected  with 
the  Equitable,  and  the  disposition,  as  far  as  the  books  show  it,  of 
the  shares  so  received,  but  the  fifteen  hundred  shares  of  the  issue  of 
1903,  to  the  Mutual,  were,  as  testified  by  Mr.  Coggeshall,  taken 
by  it  directly,  and  remain  in  its  name. 

HENRY  D.  APPLETON,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows : 

THE  CHAIRMAN :  I  will  state  for  the  benefit  of  some  who 
have  made  inquiry,  that  when  adjournment  is  taken  to-day  it  will 
be  until  Wednesday  morning  next,  the  27th. 

BY  MR.  HUGHES: 

Q.  Mr.  Appleton,  how  long  have  you  been  with  the  New  York 
Insurance  Department?    A.  Since  June  of  1883. 
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Q.  How  long-  have  you  been  Second  Deputy?  A.  Since  June 
15th,  1897. 

Q.  What  have  been  your  duties  as  Second  Deputy?  A.  As 
Second  Deputy  I  have  general  charge  of  the  office  details,  what 
you  might  call  Managing  Clerk  of  the  office ;  the  mail  in  the  morn- 
ing is  opened  by  myself;  it  is  distributed  to  the  different  depart- 
ments; the  questions  that  come  up  in  connection  with  general 
routine  matters  may  be  referred  to  me,  except  matters  pertaining 
to  the  Actuary's  Department ;  and  the  general  routine  work  of  the 
office. 

Q.  You  are  in  a  position  to  maintain  the  continuity  of  the  ad- 
ministration, whoever  may  be  the  titular  head  at  the  time  being? 
A.  I  will  try  to. 

Q.  And  you  have  in  charge,  subject  to  the  Superintendent  gen- 
erally, the  affairs  of  the  Department  at  Albany  ?  A.  Always  sub- 
ject to  the  Superintendent. 

Q.  Yes,  but  you  have  them  in  charge  more  than  anyone  else  in 
Albany?     A.  More  than  anybody. 

Q.  Mr.  Hunter  is  in  charge  at  the  New  York  office?.  A.  Yes. 

Q.  When  matters  come  in  requiring  the  action  of  the  Superin- 
tendent, you  receive  them  in  the  first  instance?  A.  I  receive  them 
in  the  first  instance. 

Q.  If  they  are  matters  to  be  attended  to  by  subordinates  in  the 
Department  you  allot  them?    A.  Yes,  sir. 

Q.  You  see  that  they  are  attended  to?    A.  Yes,  sir. 

Q:  And  you  see  that  they  are  answered  and  inquiries  looked 
into?    A.  Yes. 
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Q.  If  they  are  matters  requiring  the  official  action  of  the  Super- 
intendent you  refer  them  to  the  Superintendent  ?     A.  Yes,  sir. 

Q.  And  you  advise  the  Superintendent  with  regard  to  the  prece- 
dents of  the  Department  and  the  general  course  of  the  work  ?  A. 
Yes. 

Q.  And  matters  t^hat  come  up  with  regard  to  reports  of  various 
companies  or  changes  in  statutes  or  other  matters  with  regard  to 
insurance  interests  are  looked  into  by  you  in  the  first  instance? 
A.  Well,  sometimes  by  me  in  the  first  instance,  depending  what 
the  matters  are. 

Q.  If  they  are  looked  into  by  subordinates  in  the  Department  it 
is  done  under  your  supervision?     A.  To  a  degree ;  yes,  sir. 

Q.  In  effect,  subject,  of  course,  to  the  control  of  the  Superin- 
tendent, you  are  in  charge  of  the  office  and  its  affairs  ?  A.  Yes, 
sir. 

Q.  Now  what  arrangements  have  you  made  with  regard  to  a 
proper  examination  of  reports  that  come  into  the  office  from  insur- 
ance companies?  A.  The  reports  coming  into  the  office  are  en- 
tered on  our  letter  books,  are  sent  to  the  statistician,  Mr.  Crippen. 
Mr.  Crippen  is  expected  to  go  over  them,  examine  them  as  to  the 
detail  matters,  checking  the  various  schedules  to  the  returns,  the 
mortgage  schedule  to  the  amount  of  mortgages,  &c.,  and  generally 
to  verify  the  report  and  to  ascertain  if  the  company  has  given  the 
proper  capitalization  investments,  looking  after  it  generally  in  de- 
tail. If  there  is  anything  that  comes  up,  any  question,  why  Mr. 
Crippen  will  report  that  fact  to  me  and  we  have  got  a  kind,  you 
might  say,  a  board  of  auditors;  there  is  Mr.  Patterson,  who  has 
been  with  the  department  for  some  forty  years,  our  actuary,  and 
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Mr.  Crippen  and  myself ;  and  sometimes  we  will,  if  there  is  any- 
thing we  want  to  know  about  particularly,  we  will  call  upon  Mr. 
Vanderpoel  on  the  'phone,  because  he  has  had  much  experience 
with  those  reports ;  before  he  became  deputy  and  afterwards  chief 
examiner,  Mr.  Vanderpoel  had  the  auditing  of  the  statements. 

Q.  Now,  what  do  you  personally  do  in  connection  with  the  aud- 
iting of  the  statements?     A.  Me  personally? 

Q.  Yes.     A.  Nothing. 

Q.  Well,  I  thought  you  said  you  were  one  of  the  board  of  audi- 
tors ?  A.  Well,  when  I  say  I  am  one  of  the  board  of  audit,  I  mean 
to  say  this ;  for  instance,  we  have  had  a  great  deal  of  trouble  with 
some  of  our  casualty  companies  of  other  States  as  to  some  of  their 
investments,  and  it  has  entailed  more  or  less  correspondence,  and 
the  question  has  come  up  whether  some  of  the  assets  that  are  pre- 
sented are  assets  that  can  properly  be  passed,  assets  that  they  ob- 
tained through  salvages. 

Q.  And  then  those  matters  would  be  referred  to  you?  A.  We 
would  discuss  them  generally. 

Q.  Do  you  take  up  the  criticism  or  examination  of  the  reports, 
assuming  that  no  complaint  has  come  in  in  regard  to  it?  A. 
What 

Q.  Do  you  take  up  the  criticism  and  examination  of  a  statement 
furnished  by  a  life  insurance  company,  although  no  complaint  has 
came  in  in  regard  to  it?  A.  I  never  look  at  a  statement,  Mr. 
Hughes,  of  any  kind,  unless  Mr.  Crippen  brings  it  to  me  and  calls 
my  attention  to  some  particular  item,  and  then  we  will  talk  it  over, 
and  it  may  result  in  Mr.  Crippen  sitting  down  by  my  desk  and  I 
dictate  a  letter  to  the  stenographer,  or  Mr.  Crippen  may  prepare  a 
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letter  and  bring  it  in  to  me  and  we  will  talk  it  over,  Mr.  Patterson 
and  myself,  and  the  letter  will  go.     That  is  the  general  procedure. 

Q.  But  if  he  does  not  bring  it  to  your  attention  and  there  is  no 
correspondence  about  the  matter,  you  do  not  know  anything  about 
it?  A.  No.  There  are  some  433  statements  filed,  and  I  should 
say  that  I  do  not  see  the  outside  covers  of  thirty  of  them  in  the 
year.  They  come  in — they  are  made  on  the  uniform  statement 
blanks;  they  are  checked  by  Mr.  Crippen  as  the  statistician;  they 
are  tabulated  by  Mr.  Cadman,  who  has  charge  of  that  work,  and 
the  report  is  made  up  in  that  manner. 

Q.  Who  compiles  the  report  which  is  made  by  the  Superintend- 
ent to  the  Legislature  ?  A.  Do  you  mean  the  text  of  the  Superin- 
tendent's report  ? 

Q.  Yes.  A.  Well,  the  text  of  the  Superintendent's  report,  the 
comparative  figures  and  the  early  portion  of  the  report  are  made 
up  by  Mr.  Crippen,  from  comparison  from  year  to  year.  The 
subject  matter  of  suggestions  to  the  Legislature  are  the  result  of 
suggestions  made  to  the  Superintendent  by  the  different  employes 
in  the  Department.  Mr.  Patterson  may  have  a  suggestion  and  I 
may  have  a  suggestion.  But  the  text  proper  is  always  the  text  of 
the  Superintendent. 

Q.  Do  you  compile  the  data  and  get  everything  together  so  that 
he  can  have  them  in  shape  to  prepare  his  report  ?    A.  I  do  not. 

Q.  Does  he  not  look  to  you  for  that  ?  A.  No ;  he  does  not  look 
to  me  for  the  figures. 

Q.  I  mean  as  the  manager  of  the  office,  to  get  everything  to- 
gether in  your  hands  ?  A.  I  am  supposed  when  he  calls  upon  me 
for  anything  to  be  able  to  get  it  for  him.  I  go  to  the  dififerent 
departments  to  get  it. 
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Q.  Do  you  give  any  more  attention  to  the  statements  of  the  com- 
panies organized  in  New  York  than  to  statements  of  companies 
from  other  States ?     (No  answer.), 

Q.  Of  the  433  statements  that  come  in  how  many  are  from  do- 
mestic corporations,  roughly?     A.  May  I  look  at  a  memorandum  ? 

Q.  Yes,  certainly.  A.  (Referring  to  paper.)  We  have  New 
York  fire  companies,  subdivided  into  what  we  call  the  joint  stock, 
the  mutual  and  the  Lloyds  and  those  doing  no  new  business, 
amounting  to  loo;  then  we  have  New  York  life  companies,  fifteen. 

Q.  That  includes  the  New  York  Life  Insurance  and  Trust  Com- 
pany, does  it  not  ?  A.  Oh,  no — yes ;  that  includes  the  New  York 
Life  Insurance  and  Trust  Company. 

Q.  Which  does  not  do  any  insurance  business?  A.  It  does  a 
little  annuity  business. 

Q.  You  have  really  fourteen  real  operating  life  companies  ?  A. 
Yes.  Then  we  have  thirteen  New  York  casualty  companies,  nine 
credit  companies,  forty  assessment  companies,  thirty-six  fraternal 
companies ;  that  represents  the  New  York  companies.  Now  the 
others  all  told  we  have  433  companies  under  the  supervision  of  the 
Department. 

Q.  Do  you  give  any  more  attention,  do  you  personally  give  any 
more  attention,  to  the  reports  from  companies  organized  here  than 
from  companies  organized  elsewhere  ?    A.  I  personally  do  not. 

Q.  Do  you  or  does  anyone  else  give  instructions  to  Mr.  Crippen 
to  give  more  attention  to  the  New  York  companies  than  to  others 
on  the  presumption  that  companies  in  fpreign  States  have  already 
received  some  attention  by  their  own  departments  ?  A.  I  do  not 
think  that  Mr.  Crippen!  takes  any  more  care  in  abstracting  the. 
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statement  of  a  New  York  corporation  than  he  does  that  of  another 
State  corporation.  Then,  if  there  is  anything  in  the  New  York 
statements  which  suggest  that  there  should  be  attention  given  to 
them,  we  call  the  attention  of  the  New  York  ofifice  of  the  Depart- 
ment, which  is  the  examining  office,  to  that  fact,  and  they  are  sup- 
posed to  look  after  those  companies. 

Q.  But  you  do  not  call  their  attention  to  anything  unless  it  has 
been  brought  to  your  attention?     A.  Oh,  no. 

Q.  Suppose,  in  other  words,  Mr.  Crippen  does  not  say  anything 
about  any  matters  requiring  attention  suggested  by  the  report, 
would  anything  be  done  about  it?  A.  No,  sir.  But  I  want  to 
say,  Mr.  Hughes,  in  justice  to  Mr.  Crippen,  that  I  do  not  think  he 
would  pass  anything  at  all  in  the  report  that  struck  him. 

Q.  Now  for  example  .     A.  May  I  correct  my  statement 

about  the  companies  and  the  number  of  companies  ? 

Q.  Yes.  A.  There  are  foreign  fire,  U.  S.  branches,  some  thirty- 
two  ;  they  are  substantially  New  York  companies. 

Q.  For  example,  in  the  report  of  December  31st,  1904,  of  the 
Mutual  Life  Insurance  Company,  I  believe  it  appeared  that  noth- 
ing was  stated  as  the  profit  on  sales  or  maturity  of  ledger  assets. 
Did  Mr.  Crippen  bring  that  to  your  attention?  A.  He  did  not 
bring  it  to  my  attention. 

Q.  Was  it  suggested  that  it  was  a  remarkable  thing  that  there 
was  absolutely  nothing  shown  one  way  or  the  other  as  to  profits 
on  sales  of  ledger  assets.  That  would  have  been  a  matter,  which, 
had  you  noticed  it,  would  have  occasioned  some  reflection,  would  it 
not?    A.  Well,  I  did  not  notice  it. 

Q.  No,  you  did  not.     The  question  was  caused  by  your  state- 
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ment  that  you  were  quite  sure  that  if  Mr.  Crippen  noticed  any- 
thing that  he  would  bring  it  to  your  attention.  Now,  it  was  not 
brought  to  your  attention  that  the  Mutual  Life  had  not  reported 
any  profits  last  year  on  the  sales  of  ledger  assets?  A.  That  was 
not  brought  to  my  attention. 

Q.  When  was  it  first  brought  to  your  attention  that  the  Wash- 
ington Life  had  been  reporting  lapses  at  a  wholesale  rate,  or  at  a 
very  large  rate,  and  restorations  after  the  first  of  the  year  at  an 
extraordinary  rate?  A.  The  first  knowledge  that  I  had  of  that 
was  following  the  report  of  the  examination  by  the  chief  examiner. 

Q.  Well,  what  stimulated  the  examination,  what  brought  about 
the  examination?  A.  That  question  I  cannot  answer,  Mr. 
Hughes. 

Q.  Well,  it  was  one  of  the  routine  matters  of  the  Department, 
was  it  not,  that  the  examination  should  be  suggested  by  the  Super- 
intendent and  ordered  through  you?  A.  It  is  quite  possible  that 
there  may  have  been  a  letter  or  something  come  to  the  Depart- 
ment, but  I  have  not  the  slightest  recollection  of  it  at  this  time. 

Q.  Well,  did  you  have,  as  a  matter  of  fact,  anything  to  do  with 
the  directing  of  an  examination  of  the  Washington  Life?  A.  I 
have  nothing  to  do  with  the  direction  of  any  examination. 

Q.  Were  you  the  channel  for  communicating  the  desire  of  the 
Superintendent  that  there  should  be  an  examination  of  the  Wash- 
ington Life?  A.  Usually  the  Superintendent  directs  me  to  make 
out  an  appointment  for  an  examination.  Frequently,  we  will  get 
a  request  from  the  New  York  office  for  an  appointment  blank  to 
make  an  examination  for  a  particular  company.  There  is  no  fixed 
rule  in  that  way. 


S8i6 


Testimony  of  Henry  D.  Appleton 

Q.  Now,  there  is  very  little  that  goes  on  in  the  New  York  State 
Department  that  is  not  known  to  you,  is  there,  Mr.  Appleton? 
You  are  there  all  the  time  ?     A.  Well 

Q.  You  are  conversant  with  all  the  affairs  of  the  Department? 
A.  I  try  to  keep  conversant. 

Q.  Now  tell  us  how  it  happened  that  the  Washington  Life 
was  examined?  A.  Well,  Mr.  Hughes,  I  cannot  tell  you  how 
the  Washington  Life  was  examined  from  memory  without  look- 
ing at  the  record.  I  don't  know  that  there  is  anything  on  the 
record.  If  there  is  any  record  made  it  is  shown.  Now,  let  me 
say  to  you  in  justice  to  myself,  that  we  have  some  twenty  thou- 
sand letters  to  answer  in  the  year;  there  are  a  great  many  detail 
matters  that  come  up,  and  I  cannot  possibly  keep  track  of  them 
all. 

Q.  No,  and  I  would  not  expect  you  to  remember  such  a 
minor  detail,  but  I  thought  that  you  might  remember  how  it 
came  about  that  the  Washington  Life  was  examined.  A.  I  do  not 
recollect  how  it  was  that  the  Washington  Life  was  examined. 

Q.  Was  it  because  of  articles  published  in  the  insurance  pa- 
pers as  to  matters  ascertained  from  an  inspection  of  their  re- 
ports?   A.  It  is  quite  possible  that  that  was  the  case. 

Q.  You  have  not  any  doubt  of  that,  have  you  ?  A.  I  cannot 
say  that  I  have  not  any  doubt,  Mr.  Hughes. 

Q.  Is  it  not  a  fact  that  the  Weekly  Underwriter  made  criti- 
cisms upon  the  reports  filed  with  the  Department,  and  that  the 
Wisconsin  Department  threatened  an  examination,  and  that  in 
consequence  of  the  stir  that  was  thus  occasioned  the  New  York 
Department  made  an  examination?    A.  I  have  a  vague  recollec- 
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tion  of  something  having  been  published  in  the  Weekly  Under- 
writer, now  that  you  speak  of  it.  I  have  no  recollection  of  any- 
thing in  connection  with  the  Wisconsin  Department.  If  any 
such  letter  was  addressed  to  the  Department,  it  has  entirely  es- 
caped my  memory. 

MR.  HUGHES:  Will  you  withdraw  for  a  moment,  Mr.  Ap- 
pleton. 

MILES  M.  DAWSON,  resumed. 
BY  MR.  HUGHES: 

Q.  Have  you  made  a  calculation  of  the  lapses  reported  by  the 
Washington  Life  in  its  annual  statements  of  1901,  1902  and  1903 
and  of  the  restorations  reported  in  1902,  1903  and  1904?  A.  I 
have. 

Q.  Will  you  please  state  what  they  were?  A.  This  is  not 
really  a  calculation,  it  is  simply — there  are  some  calculations  in 
it,  but  it  is  simply  taken  from  the  State  reports. 

Q.  Well,  it  is  a  computation  or  summary.  Read  it,  please. 
A.  On  December  31st,  1901,  the  Washington  Life  reported 
lapses  of  $10,028,232  insurance  in  the  previous  year,  out  of  %77,- 
505,887  aggregate  insurance  in  force  and  written  afterwards. 
This  was  equal  to  about  12  per  cent. 

In  its  report  of  December  31st,  1902,  the  Washington  Life 
reported  restorations  during  1902  of  $3,616,419  of  insurance, 
amounting  to  about  36  per  cent  of  the  lapses  of  the  previous 
year. 
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In  the  same  report,  December  31st,  1902,  the  Washington 
Life  reported  lapses  of  $9,916,088  out  of  $73,816,680  total  in 
force  January  ist,  and  written  during  the  year,  which  lapses  are 
equal  to  about  13%  per  cent,  of  that  total. 

On  December  31st,  1903,  the  Washington  Life  reported  res- 
torations during  1903  of  $6,418,432,  which  was  about  65  per 
cent,  of  the  lapses  of  the  previous  year. 

In  the  same  report  it  gave  lapses  for  1903  as  $8,881,747  out  of 
a  total  of  $80,479,579  i"  force  January  ist,  and  written  during 
the  year,  equal  to  about  11  per  cent.  On  December  31st,  1904, 
it  reported  restorations  during  1904  of  $2,433,075,  or  about  25 
per  cent,  of  the  lapses  of  1903. 

Q.  How  did  those  percentages  of  lapses  and  restorations 
compare  with  percentages  of  lapses  and  restorations  shown  by 
other  companies?  A.  I  looked  into  the  Equitable  and  the  Mu- 
tual. The  lapses  of  1901  of  the  Washington  Life  were  twelve 
per  cent,  of  the  total  I  mentioned.  The  Equitable  was  four  per 
cent.,  the  Mutual  four  and  three-fourths  per  cent. 

Of  the  restorations  in  1902,  the  Washington  Life  reported 
thirty-six  per  cent,  of  the  lapses  restored,  the  Equitable  thirteen 
per  cent,  and  the  Mutual  three  per  cent. 

The  Washington,  on  an  enormously  smaller  business,  report 
$3,316,419  of  restoration,  while  the  Mutual  only  reported  $1,- 
975>^79-  In  the  same  year  the  Washington  lapses  were  thirteen 
and  one-half  per  cent,  of  the  total  as  given,  the  Equitable  three 
and  one-tenth  per  cent.,  the  Mutual  five  per  cent. 

The  following  year,  1903,  the  Washington  restorations  as  re- 
ported were  sixty-five  per  cent.,  the  Equitable  four  and  a  half 
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per  cent.,  the  Mutual  three  and  one-half  per  cent.  The  Wash- 
ington lapses  as  reported  were  eleven  per  cent,  of  their  total, 
the  Equitable  three  and  two-thirds  per  cent.,  the  Mutual  Life 
Insurance  Company  four  and  three-tenths  per  cent. 

HENRY  D.  APPLETON,  resumed: 

BY  MR.  HUGHES: 

Q.  Now,  Mr.  Appleton,  in  view  of  those  reports  made  by  the 
Washington,  of  lapses  and  restorations  for  a  series  of  years,  it 
is  quite  evident  that  the  matter  demanded  an  examination,  is  it 
not?  A.  It  would  appear  as  though  an  examination  would  have 
been  proper. 

Q.  And  when  you  did  examine,  you  found,  as  reported  by  the 
Superintendent  or  the  Chief  Examiner,  I  have  forgotten  which, 
that  there  had  been  gross  irregularities?    A.  Yes. 

Q.  In  the  manner  in  which  they  had  dealt  with  lapses  and  res- 
torations? A.  I  think  that  was  set  forth  in  Mr.  Vanderpoel's 
report. 

Q.  During  the  years  that  these  facts  were  appearing  in  the 
report  of  the  Washington  Life,  what  was  being  done  in  the  In- 
surance Department  with  reference  to  an  analysis  of  their  re- 
port?   A.  Nothing  to  my  knowledge,  sir. 

Q.  What  about  the  assurance  that  your  statistician  would  in- 
variably call  to  your  attention  whatever  demanded  criticism. 
A.  I  do  not  think  that  our  statistician  ever  went  into  that  branch 
of  the  business.    When  I  say  statistician 

Q.  Well,  he  ought  to,  should  he  not?    (No  answer.) 

5820 


Testimony  of  Henry  D.  Appleton 

Q.  Did  3'ou  depend  upon  him  to  make  such  suggestions  as 
might  be  pertinent  in  regard  to  such  facts?  A.  I  do  not  think 
he  should  carry  that  burden,  no  sir. 

Q.  Who  is  the  man  who  should  carry  it?  A.  I  don't  know 
who  should  carry  it. 

Q.  Is  there  any  man  who,  under  your  system,  had  put  upon 
him  the  burden  of  finding  out  whether  companies  were  making 
improper  reports  of  lapses  and  restorations?    (No  answer.) 

Q.  You  surely  do  not  mean  that  the  New  York  Insurance 
Department  should  wait  for  the  Weekly  Underwriter  to  dis- 
cover it?    A.  I  do  not  think  so. 

Q.  Who  had  the  business  of  discovering  it?  A.  Well,  gen- 
erally speaking,  it  is  supposed  that  the  examining  department  is 
keeping  in  touch  with  the  companies. 

Q.  What  do  you  mean  by  the  examining  department?  A.  I 
mean  the  New  York  office  of  the  Department. 

Q.  I  thought  they  attend  to  things  which  you  refer  to  them, 
which  the  Albany  Department  refers  to  them?  A.  Oh,  no;  not 
at  all.  The  New  York  office  of  the  Department  is  an  adjunct; 
the  two  offices  work  in  harmony  with  each  other. 

Q.  Well,  there  was  harmonious  inactivity  in  this  case?  A. 
Apparently. 

Q.  How  do  you  account  for  it?    A.  I  cannot  account  for  it, 

Mr.  Hughes. 

Q.  Was  there  not  some  one  in  the  Albany  Department  who 
ought  to  have  found  that  out?  A.  Well,  there  was  nobody  who 
did  find  it  out. 

Q.  I  am  quite  aware  of  that,  but  I  want  to  find  out  who 
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should  have  found  it  out.  A.  Well,  I  cannot  answer  the  ques- 
tion. 

Q.  You  say  you  referred  the  reports  to  the  statistician,  and 
you  relied  upon  him  to  call  your  attention  to  what  was  signifi- 
cant. Now,  do  you  still  stand  by  that,  that  it  was  his  duty  to 
call  your  attention  to  this,  for  certainly  this  was  significant?  A. 
I  cannot  put  that  burden  on  Mr.  Crippen's  shoulders,  because 
Mr.  Crippen  is  not  entitled  to  it.  When  I  said  that  Mr.  Crip- 
pen,  as  statistician,  should  report,  I  meant  the  general  details  of 
the  statement.  Mr.  Crippen  is  not  an  actuary,  and  I  think  that 
the  Consulting  Actuary  of  your  Committee  would  state  that 
that  would  be  a  question  which  would  naturally  come  from  an 
actuary. 

Q.  Then  it  was  a  question  which  naturally  ought  to  be  raised 
by  the  actuary?  A.  The  actuary  of  the  Department  has  never 
gone  over  the  statement;  he  has  never  been  accustomed  to. 

Q.  That  is  an  important  statement.  Does  the  actuary  of  the 
Department  ever  go  over  the  statements?  A.  The  actuary  of 
the  Department  never  goes  over  the  annual  statements,  except 
in  the  cases  of  examinations. 

Q.  Does  any  consulting  actuary  go  over  it?  A.  We  have  no 
consulting  actuary. 

Q.  Does  any  assistant  actuary  go  over  it?  A.  Nobody  goes 
over  the  statements  from  an  actuarial  standpoint,  except  at  the 
time  of  examinations. 

Q.  Then  Mr.  Crippen  as  a  mere  statistician  should  not  have 
gone  over  it,  with  a  view  to  discovering  it?  A.  Not  at  all.  Mr 
Crippen  is  not  responsible. 
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Q.  Then  this  could  have  gone  on  until  the  crack  of  doom  if 
I  do  not  think  it  would  have  gone  until  the  crack  of  doom. 

Q.  Well,  until  the  crack  of  an  examination?  A.  Well,  until 
the  crack  of  an  examination,  yes. 

Q.  And  that  would  not  have  come  about  unless  there  was 
something  irregular  suggested?  A.  Yes,  we  have  got  a  sys- 
tem— not  a  periodical  examination,  but  companies  are  sup- 
posed to  be  examined  within  certain  definite  periods. 

Q.  Within  what  periods?  A.  Usually  not  going  over  three 
or  four  years. 

Q.  Then  why  has  not  the  Provident  been  examined  since 
1897?  A.  Why  has  not  the  Provident  been  examined  since 
1897? 

Q.  Yes.  A.  I  will  state  that  the  reason  the  Provident  has 
not  been  examined  since  1897,  as  I  understand  it,  is  because 
it  was  examined  by  the  Department  of  Tennessee  and  the  De- 
partment of  Kentucky,  and  during  the  time  of  that  examina- 
tion certain  complaints  were  made  to  our  department  about 
the  Provident,  and  Mr.  Hunter,  Deputy  Superintendent,  who 
has  the  immediate  charge  of  examinations,  Mr.  Vanderpoel 
being  the  Chief  Examiner,  gave  attention  to  the  examinations 
being  conducted  by  those  two  other  States  and  satisfied  him- 
self that  those  complaints  were  being  considered,  and  owing  to 
the  pressure  of  work  that  we  had  upon  us,  we  have  not  reached 
the  Provident. 

Q.  And  you  do  endeavor  as  a  rule  to  make  an  examination 
about  once  in  three  years?  A.  Not  as  often  as  that,  I  think 
the  record  will  show  about  once  in  four  years. 
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Q.  So  in  course  of  time  there  would  have  come  an  examina- 
tion of  the  Washington?  A.  In  course  of  time  there  would 
have  come  an  examination. 

Q.  Now,  I  show  you  certain  papers  purporting  to  be  descrip- 
tions of  policies  and  obligations  of  the  Washington  Life,  and 
I  would  ask  you  if  the  Department  at  Albany  does  not  keep 
schedules  of  this  description  in  which  the  restorations  are  en- 
tered? A.  That  question  you  will  have  to  ask  the  actuary, 
Mr.  Hughes.  That  is  something  I  know  nothing  about.  The 
actuary's  department. 

Q.  Then  you  do  not  know  whether  the  actuary  has  in  the 
nature  of  things  to  go  over —  A.  I  know  nothing  about  the 
actuary's  department. 

Q.  Pardon  me — to  go  over  the  statements  of  restored  policies 
and  enter  them  up,  so  that  the  present  values  can  be  ascer- 
tained and  verified?  A.  I  cannot  give  you  any  detailed  infor- 
mation at  all  about  the  actuary's  department. 

Q.  Is  not  your  acquaintance  with  the  methods  of  the  In- 
surance Department  sufficient  to  enable  you  to  state  that  it  would 
be  the  duty  of  the  actuary  o  go  over  the  statements  of  the  com- 
pany, to  verify  their  policy  valuations,  their  statements  of  lia- 
bilities, on  account  of  their  outstanding  risks,  and  such  matters 
as  might  properly  fall  to  an  actuary's  notice?  A.  Mr.  Hughes, 
the  actuary  of  the  department  does  value  the  policy  obligations, 
at  the  close  of  each  year,  and  his  figures — he  checks  all  of  the 
figures  that  go  into  the  annual  statements  that  are  published. 
His  method  of  making  his  valuation,  I  know  nothing  about 
at  all. 
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Q.  But  apart  from  his  method  of  making  valuations  there 
can  be  no  doubt  of  the  fact  that  he  has  to  go  over  the  policies, 
or  rather  the  records  and  determine  what  the  value  should  be? 
A.  Why,  he  has  to  take  a  seriatim  valuation  of  all  the  policies. 

Q.  How  can  he  do  that  without  taking  cognizance  of  the 
lapses  and  restorations?  A.  Well,  you  will  have  to  ask  Mr. 
Patterson,  Mr.  Hughes. 

Q.  Are  reports  made  to  the  New  York  office  by  the  com- 
panies?   A.  Reports? 

Q.  Statements,  annual  statements?     A.  No. 

Q.  They  are  made  to  the  office  at  Albany?  A.  They  are 
made  to  the  ofifice  at  Albany. 

Q.  Are  the  annual  statements  audited  or  inspected  or  ex- 
amined at  the  New  York  office?  A.  The  annual  statements 
are  always  inspected  at  the  Albany  office. 

Q.  Is  there  any  actuary  at  the  New  York  office  to  verify  the 
statements,  and  annual  statements  of  the  companies?  A.  In 
the  course  of  examinations,  when  Mr.  Vanderpoel  is  making 
an  examination,  if  he  requires  the  services  of  an  actuary,  he 
usually  has  Mr.  Kiefer,  the  assistant  actuary 

Q.  Well,  some  one  comes  down?     A.  Some  one  comes  down, 

Q.  My  question  was  whether  there  is  some  one  who  is  lo- 
cated here?  A.  No,  there  is  no  actuary  at  the  New  York  of- 
fice. 

Q.  Unless  there  is  an  examination  in  progress  or  anticipated, 
the  New  York  office  has  not  any  data  from  which  it  can  get 
information  regarding  such  a  matter  as  I  have  called  attention 
to,  in  the  case  of  the  Washington  Life?    A.  No,  sir. 
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Q.  Now,  you  were  at  one  time  an  examiner,  were  you  not? 
A.  I  never  was  an  examiner. 

Q.  Did  you  ever  make  an  examination?  A.  Oh,  I  made  a 
few  examinations,  yes.   . 

Q.  Did  you  make  the  examination  of  the  Mutual  Reserve 
at  one  time?     A.  I  did,  in  1895. 

(Handing  paper.) 

Q.  And  this  is  your  report  in  the  published  report  of  that 
examination  under  date  of  March  15th,  1895?  A.  That  is  my 
report. 

Q.  Now,  was  that  report  published  as  you  originally  pre- 
pared it?  A.  That  report  is  published  as  I  originally  prepared 
it. 

Q.  Your  report  as  you  originally  prepared  it  then  was  ac- 
cepted— or  in  other  words  was  not  altered  by  you  before  it  was 
submitted?  A.  The  report  was  not  altered  by  me — was  not 
altered  after  I  submitted  it;  nOj  sir. 

Q.  Well,  did  you  at  any  time  when  it  was  in  the  course  of 
preparation  change  it  to  meet  the  wishes  of  the  department? 
A.  During  the  preparation  of  that  report,  Mr.  Hughes,  there 
was  a  question  that  arose  regarding  the  so-called  bond  state- 
ment of  the  Mutual  Reserve.  They  had  provided  in  their  or- 
iginal by-laws  for  what  they  called  a  quinquennial  bond  at  the 
end  of  each  five  years.  They  made  a  change  in  their  by-laws 
So  that  the  executive  officers  could  make  distributions  as  they 
saw  fit  and  they  saw  fit  to  issue  what  they  called  a  bond  state- 
ment. I  got  it  in  m}--  head  that  the  bond  statements  meant 
something  and  the  matter  was  placed  in  the  hands  of  the  de- 
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partment's  counsel  James  C.  Spencer.  My  first  report  as  I 
put  it  up  was  based  on  bond  statements  as  a  liability.  My 
second  report  as  I  put  it  up  was  based  upon  bond  statements 
as  a  liability  at  their  then  value — their  discounted  value.  My 
latest  report  was  based  on  bond  statements  as  set  forth  in  Mr. 
Spencer's  decision.  If  you  will  read  my  report — I  know  I 
took  no  responsibility  for  the  bond  statements.  I  simply  said 
that  the  bond  statements  are  not  included  as  liability  under  the 
advice  of  the  Department's  counsel. 

Q.  Well,  you  adhered  to  your  original  opinion?  A.  I  think 
in  my  original  opinion  to  a  measure  was  justified  later  on. 

Q.  Yes,  by  the  events. 

Q.  And  if  this  bond  statement  had  been  put  in  as  liabilities 
at  that  time  what  would  have  been  the  consequence?  A.  Well, 
there  would  not  have  been  any  Mutual  Reserve. 

Q.  They  would  have  had  to  raise  their  rates  pretty  soon, 
wouldn't  they?  A.  They  had  to  raise  the  rates  as  the  result 
of  that  report  anyway. 

Q.  Anyway,  but  it  would  have  put  them  in  a  position  where 
they  would  have  had  to  do  business  on  a  different  basis  or 
go  out  of  business?  A.  I  might  add  here  that  the  bond  state- 
ments were  considered  at  the  next  examination  as  not  a  lia- 
bility after  giving  due  and  deliberate  careful  consideration  to 
it  and  the  representations  made  by  their  counsel.  You  will 
find  that  in  Mr.  Payn's  report,  his  first  report,  he  discusses 
the  bond  statement  and  gives  his  reasons  for  not  carrying  them 
as  a  liability.  Then  the  next  report  where  the  justification 
comes  is  where  the  examiners  discover  that  the  bond  state- 
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ments  which  were  the  first  ones  that  had  matured  were  ac- 
cepted by  the  corporation  as  a  premium  payment,  some  104,- 
000  of  them,  as  I  remember  it. 

Q.  So  that  the  order  of  events  is  you  first  thought  they 
should  be  a  liability,  and  eventually  continued  to  think  so; 
that  the  Department's  counsel  advised  they  should  not  be 
treated ;  that  that  was  the  attitude  of  the  Insurance  Department 
at  that  time ;  that  then  in  1898  that  attitude  was  again  taken 
and  in  1899  the  Department  discovered  that  these  bond  state- 
ments which  had  not  been  treated  as  a  liability  were  availed  of 
as  a  means  of  premium  payments?  A.  And  then  the  Depart- 
ment did  not  recognize  them  as  a  liability — then  the  Depart- 
ment stated  that  this  was  a  misappropriation  of  funds  or  mis- 
use of  funds — I  forget  the  exact  phraseology  and  sent  the  re- 
port to  the  Attorney  General. 

Q.  Well,  what  I  was  getting  at  was  back  there  at  the  time 
when  you  originally  put  your  finger  upon  the  importance  of 
these  bond  statements  being  treated  as  a  liability  after  you 
had  prepared  your  report  on  that  basis  you  acquainted  the 
Superintendent  with  your  conclusions,  did  you  not?     A.  I  did. 

Q.  Who  was  Superintendent  at  that  time?  A.  Mr.  James 
F.  Pierce. 

Q.  And  did  he  then  employ  Mr.  Spencer?  A.  Mr.  Spencer 
was  the  counsel  of  the  Department  at  that  time. 

Q.  Did  he  then  refer  the  matter — the  matter  was  referred 
to  Mr.  Spencer. 

Q.  And  Mr.  Spencer  came. in  with  the  opinion  that  you  have 
stated?    A.  Mr.  Spencer  arrived  at  the  conclusion. 
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Q.  You  were  in  a  position  where  it  was  necessary  to  re- 
write your  report  or  that  part  of  it?  A.  Just  change  the  fig- 
ures in  that  particular. 

Q.  To  meet  Mr.  Spencer's  conclusions?    A.  Yes,  sir. 

Q.  Now,  did  you  change  your  report  in  any  other  respect  in 
1895?  A.  No  other  respect  to  my  recollection.  That  was  the 
only  mooted  question — yes,  there  was  one  other  question  and 
I  asked  advice  on  it. 

Q.  What  was  that?  A.  I  asked  advice  on  their  leasehold, 
how  I  could  carry  it  and  counsel  held  it  was  real  estate ;  I  fol- 
lowed his  advice. 

Q.  That  was  Mr.  Spencer.  Is  that  in  his  opinion  that  is 
part  of  this  record?  A.  I  think  that  there  is  a  reference  there 
to  it.  Here  you  are,  Mr.  Hughes  (showing  counsel  book) — 
the  last  sentence. 

Q.  You  refer  me  to  a  sentence  in  your  report  under  date  of 
March  15,  1895,  as  follows — after  stating  the  amount  invested 
in  the  leasehold  of  the  Mutual  Reserve — "This  investment  is 
recognized  as  an  admitted  asset  for  $408,296.60  in  accordance 
with  the  views  of  the  Department's  counsel"  ?     A.  Yes. 

Q.  That  was  Mr.  Spencer?    A.  That  was  Mr.  Spencer. 

Q.  Did  you  consider  at  that  time  the  advisability  of  charg- 
ing the  Mutual  Reserve  the  25%  that  was  referred  to  in  its 
policies  as  a  contract  reserve?  A.  I  considered  it  but  I  did 
not  think  that  we  could  charge  that  25%. 

Q.  Why  not?  A.  Well,  it  is  a  long  while  ago,  Mr.  Hughes; 
I  looked  at  it  very  carefully ;  I  talked  the  matter  over  with  Mr. 
Patterson  and  all,  and  I  thought  the  way  I  put  up  the  report 
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was  fair  to  the  company,  and  fair  to  the  Department.  I  can- 
not give  you  all  the  details  of  that  now. 

Q.  You  understood  that  the  company  had  contracted  that  a 
certain  amount  of  money  should  be  set  aside  as  the  reserve, 
that  is  a  certain  percentage?  A.  It  is  pretty  hard  to  state 
just  what  that  company  ever  contracted  to  do  with  their  by- 
laws from  the  very  beginning. 

Q.  And  that  raises  the  inquiry  in  my  mind  as  to  what  super- 
vision the  Department  exercised  with  reference  to  the  policies 
of  the  company  and  the  policies  as  read  by  reference  in  connec- 
tion with  their  by-laws?  A.  Their  policies  always — every  pol- 
icy they  ever  wrote  the  by-laws  were  made  a  part  of  the  policy 
contract. 

Q.  Did  you  approve  these  policy  forms?  A.  I  never  ap- 
proved of  those  policy  forms.  I  never  approved  or  disap- 
proved of  any  policy  forms.  We  never  approve  of  any  policy 
forms. 

Q.  Do  you  ever  make  any  suggestions  to  a  company  as  to 
the  propriety  of  their  retaining  ambiguous  clauses  in  the  poli- 
cies? A.  We  have  been  insistent  in  the  case  of  some  of  the 
assessment  companies  that  they  should  put  in  clearly  their  safe- 
ty clause  provision. 

Q.  You  have  known  very  well  that  you  by  intimating  your 
wishes  in  regard  to  matters  of  that  sort  could  have  consider- 
able influence — when  you  say  you,  I  mean  the  Department? 
A.  Well,  Mr.  Hughes,  there  are  about  as  near  as  I  can  tell 
you  about  500  different  forms  of  policy  contracts.  You  can 
imagine  what  an  undertaking  it  would  be  to  try  to  review  all 
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those  forms  of  contracts.  Now  these  forms  of  policies — all 
of  the  forms  of  policies  of  the  regular  life  companies  I  am  talk- 
ing about  now  are  filed  with  Mr.  Patterson  and  they  are  es- 
sential to  him  anyway  that  he  may  make  up  his  proper  tables 
for  valuation.  The  Department  has  never  since  I  have  been  in 
it  undertaken  to  review  the  policy  contracts  of  the  corporations. 
Q.  You  may  of  course  find  in  a  number  of  cases  that  it  was 
unnecessary,  but  then  again  you  might  find  it  very  important? 
A.  Will  you  allow  me  to  make  a  suggestion  right  here.  The 
same  condition  existed  as  to  the  fire  companies — multiform 
policy  contracts  and  the  Legislature  made  a  standard  fire  pol- 
icy. 

Q.  You  think  there  ought  to  be  standard  forms  of  life  pol- 
icies ?     A.  I  do  think  it  would  be  a  great  advantage. 

Q.  How  long  has  that  been  your  opinion?  A.  For  several 
years. 

Q.  And  have  you  suggested  to  the  Superintendent  in  his  re- 
port he  should  memorialize  the  Legislature  with  reference 
to  that  amendment?  A.  I  think  the  Superintendent  has  that 
under  consideration.     I  cannot  answer  that  question. 

Q.  I  mean  in  prior  years  when  you  have  had  that  in  mind? 
A.  No,  that  has  never  been  a  departmental  suggestion  to  the 
Legislature. 

Q.  In  taking  up  the  Mutual  Reserve  for  examination  in 
1895  did  you  consider  the  rates  that  they  were  charging  at  that 
time?    A.  No. 

Q.  Did  any  one  in  the  Department  consider  the  sufficiency 
of  the  rates?  A.  No.  The  question  of  rates  was  not  passed 
upon  at  all. 
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Q.  Did  it  occur  to  anyone  in  the  Department  that  they  could 
not  continue  definitely  to  do  business  at  those  rates?  A.  We 
called  attention  in  the  report  in  a  general  way  to  the  excess 
mortality  and  excess  expenditures  over  a  certain  class. 

Q.  Was  it  not  patent  to  the  Department  that  they  could  not 
continue  to  do  business  at  the  rate  they  were  then  charging? 
A.  That  is  carrying  me  back  a  long  way.  I  do  not  recollect 
the  details  about  it. 

Q.  This  company  has  been  so  familiar  to  the  Department? 
A.  Yes,  it  has  been  somewhat  familiar. 

Q.  I  thought  you  might  possibly  recall  some  of  the  stages — 
A.  I  do  not.     I  cannot  answer  that  question. 

Q.  Which  you  reached  in  your  consideration.  Well  if  the 
Department  at  that  time  had  insisted  upon  charging  the  com- 
pany with  the  contract  reserve —  A.  We  could  not  have 
charged  them  with  the  contract  reserve. 

Q.  Why  not?  Why  could  not  you  charge  them  with  any 
reserve  they  had  contracted  to  maintain  just  as  well  as  you 
could  charge  them  with  the  reserve  the  law  said  they  should 
maintain?  A.  If  they  had  a  contract  resei've,  that  is  the  ques- 
tion. 

Q.  If  they  had  been  charged  with  a  contract  reserve  assum- 
ing to  besuch,  that  would  have  forced  at  a  very  early  date  the 
maintenance  of  proper  rates,  and  saved  a  great  deal  of  disap- 
pointment to  policyholders,  would  it  not?  A.  As  long  as  you 
are  going  into  the  contract  reserve,  I  should  not  want  to  un- 
dert^ike  to  pass  any  opinion  on  a  question  of  that  kind  without 
consulting  with  Mr.  Patterson. 
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Q.  We  have  had — and  I  am  assuming,  of  course,  familiarity 
with  the  evidence  to  a  certain  degree  ?  A.  I  have  not  watched 
it. 

Q.  We  have  had  a  good  deal  of  evidence  as  to  the  insuffici- 
ency of  the  rates?  A.  The  insufficiency  of  the  rates  is  set 
forth  in  the  1894  report,  Mr.  Hughes,  and  the  result  of  it  was 
they  had  to  increase  their  rates. 

Q.  Let  us  see  about  that.  It  is  substantially  summarized 
right  in  there,  the  results — that  whole  paragraph  (indicating). 
And  that  shows  the  insufficiency  of  rates,  and  the  result  of  that 
was  the  increasing. 

Q.  You  refer  to  the  fact  that  the  board  has  power  to  change  the 
rates  ?  A.  Yes,  the  board  has  power  to  change  the  rates ;  they  had 
changed  the  rates,  and  the  result  of  insufficient  rates  that  that 
class  of  membership  got  so  much  money. 

Q.  But  the  insufficiency  of  rates,  and  the  consequence  of  con- 
tinuance of  business  along  the  same  line  was  not  discussed?  A. 
That  is  a  defect,  if  an3?thing,  that  is  a  defect  of  the  law.  There 
is  nothing  in  the  law  that  fixes  any  rates  for  these  assessment  asso- 
ciations, sir 

Q.  You  think  that  is  a  defect  in  the  law  ?     A.  I  do. 

Q.  Why  has  that  not  been  brought  to  the  attention  of  the  Legis- 
lature ?  A.  It  has  been  brought  to  the  attention  of  the  Legisla- 
ture. 

Q.  In  the  reports  of  the  Superintendent?  A.  In  the  report  of 
the  Superintendent.  If  you  will  look  at  the  report  of  the  Superin- 
tendent of  1898  you  will  find  it  fully  discussed. 

Q.  Has  it  been  discussed  since  that  time  and  presented  to  the 
Legislature  ?     A.  I  cannot  answer  that  question. 
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Q.  Have  any  bills  been  prepared  for  introduction?  A.  There 
was  a  bill  prepared  in  1898  and  introduced. 

Q.  And  what  became  of  it  ?  A.  It  did  not  get  any  further,  I 
guess,  than  introduction. 

Q.  Did  the  Superintendent  renew  his  efforts  later,  or  was  the 
matter  dropped  there?  A.  I  don't  think  there  has  been  any  effort 
along  that  same  line.  There  has  been  another  effort  to  estop  fur- 
tJier  incorporations  that  came  along,  that  is  to  repeal  the  law  per- 
mitting them  to  incorporate.  We  have  had  that  up  for  several 
years — I  don't  know  in  that  connection,  but  that  memorandum 
may  be  of  some  interest  to  you.     (Handing  counsel  papers.) 

O  This  is  a  memorandum  by  the  Insurance  Department  pre- 
sented to  the  State  Senate  Committee  on  Insurance,  March  9th, 
1905 — an  act  to  amend  the  insurance  law  in  relation  to  life  and 
casuakv  insurance  companies  upon  the  co-operative  or  assessment 
plan,  being  Assembly  Bill  715.     I  will  mark  that  for  identification. 

THE  WITNESS :  I  will  say  in  connection,  while  that  memor- 
andum favored  the  non-incorporation  of  any  more  assesments  only 
resulted  in  getting  a  bill  out,  the  limitation  of  expense  which  you 
discussed  somewhat  yesterday.  Now,  the  limitation  of  expense — 
a  good  feature  of  that  is  no  new  Companies  can  start  under  it  be- 
cause we  know  that  no  new  company  can  make  an  expense  of  35 
per  cent. 

(Paper  marked  Exhibit  No.  851  for  identification.) 
Q.  We  have  in  evidence  here  illustrations  of  companies  starting 
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on  what  has  practically  been  considered  to  be  a  false  basis,  with 
insufficient  rates,  running  for  a  time — their  policyholders  expect- 
ing that  rates  would  remain  about  the  same.  Then  compelled  to 
increase  rate,  compelled  to  put  liens  upon  their  policies,  a  general 
misunderstanding  by  the  policyholders,  dissatisfaction,  complaint, 
&c.  Now,  what  I  want  to  know  is  what  has  the  Insurance  Depart- 
ment that  has  been  receiving  reports  from  these  companies  year 
after  year  and  is  equipped  with  an  actuarial  staff,  been  doing  to 
point  out  to  the  public  and  to  the  Legislature,  the  sure  results  of  the 
methods  of  business  which  these  companies  had  adopted?  A.  The 
Insurance  Department  has  discussed  this  matter  assessmentism,  its 
defects  and  everything,  in  its  various  reports  for  a  number  of  years. 
This  memoranda  all  relates  to  it.     (Handing  counsel  papers.) 

Q.  What  is  this  you  show  me  now?  A.  That  is  from  the  text 
of  the  Superintendent's  report. 

Q.  Of  what  year?     A.  Beginning,  I  think,  with  1898. 

Q.  And  the  first  one  you  show  me  of  the  first — how  many  pages 
is  that  of  1898?  A.  There  seems  to  be  some  twelve  pages  there. 
Then  1899  we  have  later  on  summarized  this  by  condensing  this. 

Q.  Let  me  see  what  you  have.  How  much  of  it  is  1898 — about 
twelve  pages  ?  A.  About  twelve  pages,  and  it  is  all  more  or  less 
summarized  in  the  brief  before. 

Q.  Have  you  taken  up  particular  companies  and  pointed  out  the 
defects  in  their  methods,  that  is,  for  example,  one  of  the  companies 
that  we  have  mentioned — did  you  take  up  its  report,  the  state  of  its 
business,  its  rates  and  everything  and  call  to  public  attention  the 
difficulties  that  were  sure  to  be  encountered  if  they  continued  ?  A. 
Never  particularizing  for  any  company.     In  one  of  these  reports 
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you  will  find  a  series  of  examinations  of  all  companies  and  the  re- 
sults of  their  financial  showing ;  but  to  any  particular  company  and 
its  rates,  the  discussion  of  the  rates  and  the  deficiency  is  done  in 
general  terms ;  but  there,  for  instance — that  was  in,  I  think,  1898, 
we  went  to  work  and  examined  all  of  these  companies  and  gave  a 
summarization  of  their  financial  condition. 

Q.  That  summary  you  refer  to  was  a  summary  of  assets  and  lia- 
bilities?    A.  A  summary  of  assets  and  liabilities. 

Q.  But  you  do  not  make  an  analysis  of  the  situation  of  a  par- 
ticular company  ?    A.  No,  sir ;  that  has  never  been  done. 

Q.  Did  you  go  into  the  stipulated  premium  laws?  A.  Well,  I 
drew  up  a  portion  of  it;  Mr.  Patterson  drew  up  another  portion 
of  it. 

Q.  State  how  that  law  came  to  be  drafted  in  the  Department? 
A.  The  first  general  assessmerit  statute  was  the  Act  of  1883,  nine 
incorporators  and  fifty  people.  In  1887  it  was  amended  by  Chap- 
ter 285,  making  a  necessary  membership  and  amount  of  insurance. 
In  1902  the  Code  was  passed  and  in  the  Code  was  placed  for  the 
first  time  what  was  called  a  reserve  or  emergency  fund.  That  is 
an  assessment  the  association  must  have  on  hand,  the  result  of  one 
mortuary  call  upon  its  membership.  In  that  same  law  was  the 
provision  that  they  were  liable  for  the  maximum  sum  named  in 
their  contracts.  That  is  Section  210.  Well,  I  had  been  watching 
these  laws  for  a  number  of  years,  had  been  very  much  interested 
in  them,  it  was  the  first  work  I  picked  up  in  the  Department,  and 
I  had  talked  with  all  of  the  men  that  I  met,  talked  with  men  like 
Foust,  and  Eldridge,  and  I  talked  with  Major  Merrill,  and  with  a 
number  of  people,  just  generally  as  you  will  anything  that  you  are 


5836 


Testimony  of  Henry  D.  Appleton 

interested  in,  and  when  Mr.  Payn  became  Superintendent,  he  ap- 
pointed me  as  deputy,  talking  about  matters,  I  told  him  I  thought 
if  we  could  get  some  kind  of  a  law  that  would  establish  what  you 
might  call  a  middle  ground,  something  that  would  take  care  of 
the  decent  assessments,  if  there  were  any,  assessment  companies, 
if  there  were  any,  and  let  them  pick  up  their  own  business,  it 
would  be  a  good  feature. 

Mr.  Payn  discussed  the  matter  with  Mr.  Patterson  and  with 
myself  and  he  told  us  to  go  ahead  and  see  what  we  could  do,  and 
we  skeletonized  this  law,  and  after  its  skeletonization  and  after 
we  had  got  it  in  pretty  good  shape,  substantially  a  perfected  bill, 
we  sent  for  the  Security  of  Binghamton,  and  we  sent  for  the  Mu- 
tual Reserve  of  New  York  City  and  presented  the  law  to  them. 
Mr.  Eldridge  expressed  himself  as  being  more  than  delighted  with 
it,  saying  it  was  the  best  thing  he  had  seen,  thought  it  was  a  wise 
piece  of  legislation  and  would  be  very  helpful. 

The  Security  people  were  pleased  with  it.  The  law  was  some- 
what modified  as  the  result  of  the  conference. 

Q.  Did  you  send  for  anybody  else  ?  A.  No  one  else  was  called 
in  at  that  time. 

Q.  How  did  you  happen  to  call  in  those  two?  A.  Well,  we 
happened  to  call  those  two  in  because  they  were  the  two  repre- 
sentative corporations. 

Q.  Those  were  the  two  that  you  expected  would  take  advantage 
of  the  law?  A.  We  were  in  hopes  that  some  others  would  take 
advantage  of  the  law ;  in  fact,  it  was  supposed  that  the  Protective 
Life  of  Rochester  would  take  advantage  of  the  law. 

Q.  And  did  you  consult  with  it?    A.  Yes,  not  until  the  law  was 
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perfected.  It  was  simply  a  case  of  getting  the  law  perfected,  not 
having  too  many  people  in ;  but  after  the  law  was  perfected,  the 
Excelsior  people  of  Oxford  went  so  far  as  to  have  an  examination 
to  re-incorporate  under  the  law ;  the  Protective  of  Rochester  was 
going  to  re-incorporate  under  the  law,  the  Fidelity  of  Philadelphia, 
the  Minnesota  Mutual  Life  and  the  Hartford  Life  took  advantage 
of  the  law  to  come  in,  all  of  those  companies  having  a  volume  of 
assessment  business,  and  a  certain  percentage  of  old  line  business. 
Since  that  time  the  Fidelity  and  the  Minnesota  Mutual  Life  have 
re-incorporated  as  regular  companies ;  the  Hartford  Life  is  still 
here  as  a  stipulated  premium  company. 

Q.  Did  anybody  suggest  to  you  the  advisability  of  drawing  a 
law — such  a  law  ?  A.  No  one  suggested  to  me  the  advisability  of 
drawing  such  a  law — no,  sir. 

Q.  Or  that  a  law  should  be  drafted?    A.  No,  sir. 

Q.  You  started  it  yourself?  A.  I  kind  of  started  it  thyself — 
that  is,  of  course,  I  didn't  start  it  myself.  When  the  Superin- 
tendent expressed  an  interest  in  it,  and  thought  if  started  would  be 
something  worth  looking  after,  Mr.  Patterson  and  myself  sat 
down,  talked  it  over  and  it  was  put  together,  as  those  things  are. 

Q.  What  was  meant  by  stipulated  premium?  A.  Well,  you 
didn't  want  to  call  it  an  old  line  company,  couldn't  call  it  legal  re- 
serve company,  could  not  call  it  a  level  premium  company ;  it  was 
an  attempt  to  get  away  from  assessmentism,  in  other  words,  to 
cover,  Mr.  Hughes,  all  but  that,  the  effort  was  made  in  that  law,  was 
to  put  some  kind  of  a  measurement  on  something  that  had  not  any 
measurement.     The  attempt  that  was  made  in  Section  365  of  that 
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law. was  to  put  some  kind  of  valuation  on  assessment  policies, 
something  that  had  not  any  value. 

Q.  Before  we  get  away  from  stipulated  premiums,  how  did 
those  stipulated  premiums  compare  with  old  line  premiums?  A. 
Why,  stipulated  premiums  are  not  fixed  by  the  law. 

Q.  No,  I  know,  but  in  practice  or  such  practice  as  there  was 
under  the  law  ?  A.  Well,  the  law  contemplated  two  features — the 
law  contemplated  that  the  assessment  companies  as  such  should 
come  in  and  create  this  reserve,  and  if  its  reserve  was  insufficient 
by  the  valuation  as  provided  for  in  305,  that  instead  of  a  man 
being  wiped  out  that  he  would  have  as  much  insurance  protection 
as  his  reserve  accumulation  represented. 

Q.  In  the  line  of  premiums  what  was  contemplated  ?  A.  What 
was  contemplated  in  the  law  was  that  all  the  new  business  would 
be  done  under  306,  would  be  done  as  regular  life  business. 

Q.  Under  306  ?     A.  I  think  it  is  306. 

Q.  Yes,  but  in  the  stipulated  premium  suggestion  you  had  the 
idea  of  a  premium,  which,  so  it  could  be  supplemental,  if  neces- 
sary  ?    A.  Yes. 

Q.  Should  practically  remain  permanent?  A.  Practically  re- 
main permanent,  yes.  What  we  were  looking  for  was  trying  to 
make  something  out  of  nothing. 

Q.  The  company  that  came  in  under  the  law  would  have  a  pre- 
mium which  it  could  expect  to  remain  level,  which  would  be  called 
a  stipulated  premium  ?  A.  That  is  what  the  expectation  was ;  that 
was  the  hope. 

Q.  And  it  could  sever  itself  from  a  class  which  was  somewhat 
under  criticism  and  maintain  a  rate  of  insurance  vv^hich  was  prob- 
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ably  sufficient.  A.  I  want  to  say  now,  Mr.  Hughes,  there  have 
been  criticisms  of  the  New  York  stipulated  premium  law.  I  am 
not  an  actuary,  and  I  do  not  make  pretenses  of  being  one,  but  I 
honestly  believe  that  the  New  York  stipulated  law,  if  it  had  been 
adopted  all  along  the  line,  that  we  would  have  had  something  that 
would  have  done  a  great  deal  of  good ;  but  the  trouble  with  it  was 
that  as  soon  as  we  passed  our  New  York  law  a  lot  of  the  Western 
States ;  for  instance,  Ohio  and  other  States,  passed  so-called  stipu- 
lated premium  laws  which  were  merely  re-enactments  of  their  as- 
sessment laws. 

Q.  Went  you  a  little  better?     A.  They  didn't  go  us  any  better. 

Q.  Or  a  little  worse  ?  A.  They  went  us  a  little  worse ;  they 
took  simply  our  name  and  put  something  under  it  that  was  no 
good,  and  the  result  was  the  stipulated  premium  was  killed  by  its 
own  name. 

Q.  Not  anticipating  that  quite  yet,  what  I  wanted  to  get  was 
this,  the  scheme  was  there  should  be  a  premium  charged,  a  sub- 
stantially level  premium,  which — by  which  those  known  as  stipu- 
lated premium  companies  had  the  right  to  increase  if  required? 
A.  That  was  the  scheme. 

Q.  So  that  the  companies  that  came  in  under  that  law  would 
liave  the  advantage  of  separating  themselves  from  the  general  class 
of  assessment  companies,  and  advertise  they  were  doing  business 
under  the  stipulated  premium  basis?     A.  Yes. 

Q.  They  would  do  business  on  a  basis  where  the  premiums 
would  probably  remain  level  ?    A.  It  was  a  trial. 

Q.  On  the  other  hand  it  would  have  to  put  up  anywhere 
near  the  reserve  an  old  line  company  would  have  to?    A.  Not 
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for  that  kind  of  business,  but  for  the  regular  business  which  we 
were  hopeful  they  would  pick  up — we  were  in  hopes  that  all  stipu- 
lated premium  companies  would  in  as  far  as  possible  pick  up  a 
regular  line  of  business. 

Q.  You  are  referring  to  limited  payment  life?     A.  Yes,  sir. 

Q.  I  am  referring  to  ordinary  life.  A.  Now,  I  want  to  say  that 
on  the  actuarial  side  of  that  law  I  am  not  competent  to  discuss  it. 
The  actuarial  side  of  that  law  as  far  as  it  stands  as  a  department 
measure  is  up  to  Mr.  Patterson,  the  actuary  of  the  department. 

Q.  That  is  a  very  interesting  part  of  the  law.  A.  It  was  the 
desire  of  the  company  to  get  something — if  I  may  show  you  that 
text  I  think  you  will  find  it  refers  to  his  recommendation  of  that 
law.  There  is  the  position  of  the  department  for  what  it  is 
worth  on  that  law,  set  forth  from  that  point. 

Q.  Now,  I  will  read  from  that — that  is  the  report?  A.  Yes, 
the  superintendent's  text  to  the  Legislature. 

Q.  Of  his  report  of  1898?  A.  Of  1898,  where  he  recom- 
mended that  law. 

Q.  Superintendent  Payn?     A.  Superintendent  Payn. 

MR.  HUGHES :  I  will  read  that  part  of  his  recommendation : 
"Along  the  line  of  establishing  a  middle  ground  between  the 
present  Article  H."     That  is  old  line  companies? 

THE  WITNESS :  That  is  old  line  companies. 

MR.  HUGHES :  "And  the  present  Article  VI.  of  the  Insurance 
Law."     That  is  assessment  companies? 
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THE  WITNESS :  That  is  assessment  companies. 

MR.  HUGHES :  "Of  the  Insurance  Law  I  have  caused  to  be 
prepared  a  new  article  to  be  added  in  the  Insurance  Law,  known 
as  Article  X.,  and  have  made  the  present  Article  X.  of  said  law. 
Article  XL  The  new  Article  X.,  relating  to  life  insurance  corpo- 
rations, on  a  stipulated  premium  plan,  has  been  introduced  in  both 
houses  of  the  Legislature.  Under  its  provisions  those  assessment 
insurance  corporations  now  carrying  on  business  on  business  prin- 
ciples, charging  for  the  insurance  furnished  an  amount  commen- 
surate with  the  hazard  assumed,  may  re-incorporate,  and  hereby 
acquire  the  benefits  which  will  follow  an  incorporation  under  an 
article  which  primarily  contains  two  features  now  contained  in 
the  present  Article  VI.  of  the  Insurance  Law. 

"First.  A  requirement  which  necessitates  the  collection  of  a 
sufficient  and  adequate  premium  at  the  time  the  insurance  is  taken. 
(See  Section  304,  Minimum  Premium  of  the  proposed  Article  X.) 

"Second.  The  creation  and  maintenance  of  a  reserve  fund, 
statutory  in  its  provisions  and  more  closely  complying  with  that 
which  experience  has  demonstrated  as  a  necessary  reserve  to  be 
maintained.  ( See  Section  305,  Reserve  Fund  of  proposed  Article 
X.) 

"In  this  article  protection  will  be  given  to  those  insured  in  such 
corporations,  who  are  called  upon  to  pay  an  extra  premium.  In 
the  event  of  their  failure  to  pay  such  call,  their  policy  will  be 
scaled  down  to  an  amount  such  as  is  necessary  to  make  the  net 
premium  on  the  insurance  remaining  in  force  equal  to  the  reserve 
fund  standing  to  the  credit  of  such  policy.     In  this  proposed  article 
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provision  is  made  for  the  writing  of  limited  payment  policies,  and 
for  the  writing  of  policies  with  cash  values,  subjecting  corpora- 
tions writing  such  insurance  to  the  maintenance  of  a  proper  and 
adequate  reserve  thereon. 

"I  shall  not  attempt  to  discuss  this  proposed  Article  X.  in  all 
of  its  features,  and  have  merely  attempted  in  the  above  brief 
statement  to  bring  out  a  few  of  the  important  provisions  contained 
in  it.  This  article  as  prepared  and  introduced  is  a  departmental 
measure,  and  as  such  has  my  unqualified  approval." 

Q.  The  point  I  desire  to  call  your  attention  to  is  what  is  sug- 
gested in  paragraph  two,  relating  to  Section  305,  which  is  the 
"creation  and  maintenance  of  a  reserve  fund  statutory  in  its  pro- 
visions and  more  closely  complying  with  that  which  experience  has 
demonstrated  as  a  necessary  reserve  to  be  maintained."  Now, 
wasn't  it  a  fact  that  the  reserve  required  by  Section  305  was  ridicu- 
lously smaller  than  the  reserve  which  experience  had  shown  was 
necessary  to  be  maintained  ?  A.  But  the  reserve  under  305  is  not 
a  commensurate  reserve  in  no  sense  of  the  word.  But  the  reserve 
under  305  has  got  a  reserve  feature  to  it,  and  the  reserve  under 
305  supplements  the  reserve  or  emergency  fund  under  205  of 
Article  VI.  The  department  not  for  one  minute  is  going  to  state 
that  is  a  perfect  bill.  It  was  simply  something  that  was  a  better- 
ment of  conditions. 

Q.  Then  what  it  amounted  to  was  that  the  company  could  prac- 
tically represent  itself  as  on  a  level  premium  basis  through  what 
was  called  a  stipulated  premium,  and  get  the  advantage  of  being 
advertised  as  such,  and  not  be  put  to  the  necessity  of  putting  up 
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the  legal  reserve  which  level  premium  companies  had  to  put  up? 
A.  That  is  not  fair  Mr.  Hughes.  What  that  law  amounts  to  is 
that  you  have  got  just  what  you  have  been  talking  to  me  about — 
you  have  got  a  rate  established  in  304 — you  cannot  write  another 
policy  under  that  law  unless  you  charge  a  sufficient  and  adequate 
rate.  There  is  your  estoppel  from  the  very  thing  you  are  now 
criticising. 

Q.  That  is  admirable.  A.  That  is  a  good  feature  of  the  law. 
Then  305  was  a  makeshift  to  take  care  of  something  that  was  in 
existence  we  had  to  take  care  of.  306  is  something  decent ;  that 
is  all  there  is  to  the  law. 

Q.  Now  you  have  stated  it  very  well.  I  was  not  complaining 
of  304,  but  I  was  calling  attention  to  the  defect  of  305,  which 
you  say  was  a  makeshift?    A.  305  was  a  makeshift. 

Q.  Then  we  probably  agree  in  our  criticism  of  that?     A.  Yes. 

Q.  All  right.  Now,  if  that  was  so,  why  wasn't  it  made  right 
at  the  time  it  was  introduced  ?  A.  Well,  Mr.  Hughes,  we  thought 
that  was  a  fair  measure.  Now,  I  cannot  discuss  it  any  more  with 
you  than  I  have. 

Q.  Who  is  responsible  for  the  language  of  Superintendent  Payn 
in  that  he  says  that  under  305  the  reserve  fund  will  be  something 
more  closely  complying  with  that  which  experience  has  demon- 
strated as  a  necessary  reserve  to  be  maintained  ?  A.  More  closely 
complying  ? 

Q.  Yes,  more  closely — I  notice  that  careful  language.  A.  More 
closely  complying. 

Q.  That   would   be    true   of    any    reserve?    A.  I  don't  know 
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whether  I  coined  that  phrase  or  whether  Mr.  Patterson  coined  that 
phrase,  or  who  coined  it. 

Q.  When  that  stipulated  premium  law  came  into  effect  it  did 
attract  on  account  of  that  provision  a  good  deal  of  criticism,  didn't 
it?  A.  A  good  deal  of  what?  That  305  business?  Oh,  that 
law  has  been  criticised. 

Q.  Then  there  were  companies  in  other  States  that  thought 
that  stipulated  premium  was  such  a  good  idea  that  they  passed 
laws  which  were  even  more  lax  than  that  with  regard  to  reserve  ? 
A.  Why,  we  were  right  on  the  edge  of  the  time  when  assessment- 
ism  was  in  disrepute,  and  the  few  assessment  companies  that  had 
anything  decent  about  them  were  anxious  to  get  out  of  that  com- 
pany if  there  was  a  possibiUty  to  do  it  and  the  result  of  it  was  that 
they  succeeded  in  legislatures  in  passing  stipulated  premium  laws 
— for  instance,  they  passed  in  Ohio  a  stipulated  premium  law,  and 
I  think  the  deposit  was  five  thousand  dollars.  Now,  as  I  have 
said,  you  cannot  tell  anything  about  it,  laws  are  always  a  trial  as 
you  know.  All  that  we  tried  to  do  was  to  better  conditions,  we 
ought  not  to  be  criticised  for  doing  that. 

Q.  No.  A.  And  the  department  went  as  far  as  it  thought  it 
could  do  at  that  time,  consistently.  If  there  is  any  one  to  blame 
for  the  absurdities  of  that  law  I  shall  have  to  take  the  responsi- 
bility with  Mr.  Patterson. 

Q.  But  he  is  the  man  to  look  out  for  the  sufficiency  of  the  re- 
serve? A.  Mr.  Patterson  never  claimed  that  there  was  any  suf- 
ficient reserve  on  305. 

Q.  Do  you  know  whether  or  not  he  has  disclaimed  responsibility 
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for  the  requirement  of  305  as  to  the  reserve?    A.  I  do  not  think 
Mr.  Patterson  ever  disclaimed  responsibility. 

Q.  Well,  the  result  of  the  whole  matter  is  that  there  was  a 
good  way — that  it  was  a  good  way  for  an  assessment  company 
to  lift  itself  into  a  better  class  ?  A.  That  is  what  we  wanted  to  do. 
Q.  That  is  if  it  did  not  have  to  put  up  too  much  of  reserve? 
A.  That  is  what  we  wanted  to  do.  We  wanted  in  the  first  place 
that  they  should  be  estopped  from  selling  their  insurance  for  noth- 
ing and  in  the  next  place  take  care  of  their  present  insurance  as 
best  they  could. 

Q.  And  the  imitators  of  the  New  York  scheme  made  it  a  little 
easier  than  you  had  ?  A.  The  imitators  made  it  a  little  easier  than 
we  did.  ' 

Q.  You  had  not  made  it  hard  enough?  A.  We  had  not  made 
it  hard  enough. 

Q.  The  whole  thing  was  really  in  the  interest  of  the  assessment 

companies,  wasn't  it  ?     A.  I  don't  know.     I 

Q.  I  mean  it  was  in  the  interest  of  the  few  assessment  com- 
panies who  could  comply  with  it?  A.  It  was  a  law  that  we  were 
hopeful  would  corral  half  a  dozen  or  a  dozen  of  the  better  assess- 
ment companies,  and  bring  them  in  out  of  the  assessment  camp, 
make  the  thing  better  in  the  line  that  it  would  be  easier  for  the  De- 
partment in  future  legislation  to  get  the  classified  in  different 
classes. 

Q.  How  many  complied  with  it  or  came  in  under  it?  A.  No 
company  ever  complied  with  it  in  this  State  but  the  Security. 

Q.  How  long  did  it  remain  under  it?  A.  I  cannot  tell  you;  I 
think  only  a  couple  of  years. 
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Q.  Was  it  contemplated  that  by  going  through  the  stipulated 
premium  organization  a  company  could  get  into  the  old  line 
premium  class  without  being  organized  as  a  stock  company  ?  A. 
It  was  never  contemplated,  any  act  of  that  kind  at  all.  After  the 
law  was  passed  it  developed  that  that  was  a  result,  that  was  inci- 
dent to  the  fact  you  could  have  prior,  from  1890  up  to  1893 — you 
could  have  jumped  from  six  to  two,  from  assessment  companies 
into  old  line;  and  in  1893,  Section  52  was  amended,  and  by  the 
amendment  they  estopped  Section  52  as  available  for  Article  6. 

Q.  Who  got  that  amendment?  A.  It  was  a  happening.  That 
was  all.  If  you  look  through  those  general  statutes  you  will  see 
just  how  the  thing  fell  in.  The  Act  of  1893  was  a  proposition  to 
amend  certain  fees  and  tax  sections,  and  after  that  act  was  pre- 
pared they  amended  Section  52  and  stuck  it  in  the  same  act  and 
the  first  section  of  the  Act  of  1893  was  that  none  of  the  sections  in 
this  Act  shall  be  applicable  to  Article  6,  and  in  that  way  the  thing 
got  tied  up. 

Q.  So  that  assessment  companies  after  that  amendment  could 
not  go  under  the  old  line  level  premium  basis  ?     A.  No. 

Q.  Unless  they  were  reorganized  as  stock  corporations?  A. 
That  was  it,  precisely. 

Q.  And  that  remained  the  law  until  1901  ?  A.  1901 ;  then  it 
was  opened  up,  and  this  year  it  is  closed  again. 

Q.  Well,  who  opened  it  up — how  was  it  opened  up  in  1901  ? 
A.  By  the  Legislature. 

Q.  Who  suggested  that  ?    A.  I  don't  know. 

Q.  And  how  has  it  become  closed  again?  A.  By  the  recom- 
mendation of  the  Insurance  Department. 
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Q.  And  why  is  that?    A.  Because  we  don't  want  to  see  any 

more  assessment  companies  come  in  that  way. 

Q.  How  many  had  gone  in  that  way?    A.  One. 

Q.  What  one  was  that?    A.  Mutual  Reserve. 

Q.  Why  don't  you  want  to  see  assessment  companies  reorgan- 
ized and  compelled  to  put  up  legal  reserve  and  do  business  on  a 
level  premium  basis  ?  A.  Because  there  is  not  a  single  assessment 
company  that  has  got  the  size  or  bulk  or  anything  to  warrant  it  at 
this  time.     There  is  not  an  assessment  company  of  any  magnitude. 

O.  Then  they  could  not  do  it  any  way  ?  A.  We  thought  it  was 
just  as  well  to  tie  up  the  law  that  way. 

Q.  If  the  company  is  able  to  do  it,  why  not  let  them  do  it,  if  an 
assessment  company  can  pull  itself  into  shape  and  condition  that 
it  can  maintain  level  premiums  and  have  legal  reserves,  why 
shouldn't  it  be  encouraged  to  do  it?  A.  Well,  Mr.  Hughes,  if 
you  sat  at  the  Insurance  Department  week  in  and  week  out  and 
read  the  correspondence  that  we  are  receiving  at  the  Department 
from  people  who  are  policyholders  in  the  Mutual  Reserve  who 
believed  when  they  went  into  the  Mutual  Reserve  after  reincor- 
poration as  a  regular  life  company,  they  were  getting  all  the 
benefits  of  a  straight  life  policy,  you  would  know  why. 

Q.  Can't  you  make  that  clear  without  losing  the  advantage  of 
the  readjustment  of  the  new  business?  A.  You  cannot  make  it 
clear  in  any  way  I  know. 

Q.  Why  did  you  encourage  the  amendment  which  let  the 
Mutual  Reserve  in?  A.  We  did  not  encourage  the  amendment. 
It  is  not  a  departmental  measure;  you  will  find  it  is  not  recom- 
mended by  the  Department.  All  the  Department's  measures  are 
set  forth  in  the  text  of  the  Superintendent's  report. 
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Q.  Did  you  have  any  arrangement  with  the  attorneys  repre- 
senting the  Mutual  Reserve  as  to  the  method  in  which  outstand- 
ing policies  should  be  valued  ?  A.  What  do  you  mean  by  arrange- 
ment ? 

Q.  I  mean  any  understanding  as  to  what  you  would  favor  or 
oppose?  A.  I  don't  know  of  any  understanding  or  anything  of 
the  kind  in  connection  with  that  legislation. 

BY  THE  CHAIRMAN : 

Q.  Do  you  remember  whether  the  Department  opposed  that  act, 
Mr.  Appleton  ?     A.  I  do  not,  Mr.  Armstrong. 

BY  MR.  HUGHES: 

Q.  Now  the  amendment  of  1901,  as  I  understand  it,  was  in 
Section  52  and  the  concluding  clause  as  it  now  stands  as  follows : 
"In  the  case  of  any  corporation  organized  under  or  subject  to 
Article  VI.  of  the  Insurance  Law,  which  corporation  has  amended 
its  charter  and  is  now  operating  under  Article  II.  of  the  Insur- 
ance Law,  all  contracts,  policies  and  certificates  issued  prior  to  its 
reincorporation  shall  be  valued  as  one-year  term  insurance  at  the 
ages  attained  excepting  when  such  contracts,  policies  or  certificates 
shall  provide  for  a  limited  number  of  specified  premiums  or  for 
■specified  surrender  values,  in  'which  case  they  shall  be  valued  as 
provided  in  Article  II.,  Section  84  of  the  Insurance  Law" — was 
that  amendment  brought  to  your  attention  before  it  was  adopted  by 
the  Legislature  ?    A.  It  was  brought  to  my  attention,  sir. 
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Q.  Was  it  submitted  to  the  Department  ?  A.  Not  to  my  knowl- 
edge. 

Q.  Did  the  Department  express  any  opinion  upon  it  before  the 
Legislature  ?    A.  Not  to  my  recollection. 

Q.  Did  the  Department  know  of  the  fact  that  such  an  amend- 
ment was  before  the  Legislature  ?  A.  That  is  a  question  you  will 
have  to  ask  of  the  Superintendent. 

Q.  You  don't  know  about  that  yourself?  A.  I  don't  know 
about  that  myself. 

Q.  You  don't  know  whether  it  was  opposed?  A.  I  cannot 
answer  the  question. 

BY  THE  CHAIRMAN : 

Q.  Mr.  Appleton,  has  any  Act  before  the  Legislature  during  the 
last  ten  years  been  passed  of  which  the  Department  has  not  known  ? 
A.  That  we  have  not  known? 

Q.  What  I  mean  is  you  have  copies  of  all  bills?  A.  We  have 
merely  copies  of  all  bills. 

Q.  Any  Act  relative  to  the  insurance  companies  that  the  De- 
partment has  not  known  about?  A.  Yes.  I  do  not  want  to  say 
not  known  about 

Q.  Filed  and  constantly  before  you?    A.  Yes. 

Q.  And  filed  ?  A.  Yes.  Let  me  say  right  here  it  is  the  policy 
of  the  Department  never  to  express  an  opinion  on  any  insurance 
bill  coming  up  in  either  House,  unless  it  is  a  bill  introduced  by  the 
Department  until  it  may  be  referred  to  the  Department  by  the 
Governor.     You  can  appreciate  very  readily 
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Q.  I  understood  you  to  say  you  did  not  know  whether  the  De- 
partment had  knowledge  of  such  bills?     A.  Oh,  no. 

THE  CHAIRMAN :  You  must  have  had  knowledge  of  it? 

BY  MR.  COX: 

O.  In  other  words,  the  policy  of  your  Department  is  to  oppose 
any  bill  before  the  Legislature?  A.  It  is  the  policy  of  our  De- 
partment to  favor  or  not  to  oppose  legislation  except  Department 
legislation. .  When  legislation  reaches  the  Governor,  if  the  Gover-f 
nor  refers  it  to  the  Department,  then  the  Department  furnishes  him 
with  a  written  memorandum. 

Q.  How  long  has  that  been  the  policy  of  the  Department?  A. 
It  has  been  the  policy  of  the  Department  as  long  as  I  have  had  any- 
thing to  do  with  watching  legislation  for  the  last  eight  or  nine 
years. 

Q.  Was  there  any  special  reason  for  that?     A.  Yes,  sir. 

Q.  What  is  it?  A.  If  you  would  introduce  a  bill  and  we  did 
not  agree  with  your  bill,  or  if  somebody  else  introduced  a  bill  and 
we  did  agree  with  the  bill,  the  supposition  might  be  we  were  inter- 
fering with  legislation  and  it  was  the  policy  of  both  our  Chiefs., 
as  far  as  insurance  legislation  was  concerned,  to  keep  their  hands 
off  of  it  in  that  manner. 

BY  MR.  HUGHES: 

Q.  When  was  this  law  passed  which  precludes  assessment  com- 
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panics  at  the  present  time  from  reorganization  as  old  line  com- 
panies? A.  I  think  it  was  passed  this  winter;  I  think  there  was 
an  amendment  passed  for  it  this  winter,  by  one  of  the  Session 
Laws  of  this  year ;  I  think  you  will  find  in  the  text  of  this  year's 
report  a  suggestion  that  this  law  be  repealed,  that  Section  52 
should  be  amended.     Have  you  got  this  year's  fire  report? 

MR.  DAWSON :  No,  not  the  fire  report. 

THE  WITNESS :  Well,  I  think  in  this  year's  fire  report  you 
will  find  that. 

Q.  Then  taking  a  company  like  this  Masonic  Life  Association 
of  Buffalo,  that  has  Ledger  assets  of  about  a  hundred  and  sixty- 
two  thousand  dollars,  and  a  total  income  last  year  of  three  hundred 
and  eighty-six  thousand  dollars,  that  company  under  the  Depart- 
mental view  should  not  be  permitted,  under  any  circumstances,  to 
reorganize  as  a  level  premium  company?  A.  That  is  our  view. 
Mr.  Hughes,  yes,  sir. 

O.  You  keep  them  in  the  assessment  state?  A.  That  is  our 
view.  We  have  arrived  at  it  in  the  way  I  have  described  to  you ; 
that  is  the  only  one  you  can  pick  out,  I  guess  in  the  reports  of  that 
kind. 

Q.  Do  you  think  it  is  advisable  that  the  assessment  companies 
that  are  not  in  as  flourishing'  a  condition,  as  the  Masonic  Life  As- 
sociation should  be  able  to  continue  business  in  their  present  mode  ? 
A.  I  do  not  know;  that  is  one  of  the  serious  questions.  I  don't 
know  how  you  are  going  to  handle  it.     There  are  a  lot  of  people 
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in  those  companies  that  have  been  insured  for  years,  absolutely 
without  protection.  That  is  one  of  the  things  for  the  Committee 
to  consider. 

Q.  Do  you  know  whether  Massachusetts  has  taken  any  action 
with  regard  to  such  companies?  A.  I  cannot  answer  about  the 
Massachusetts  Statutes.  . 

Q.  Do  you  know  whether  they  compel  such  companies  to  be- 
come old  line  companies  instead  of  prohibiting  them?  A.  I  am 
not  familiar  with  the  Massachusetts  laws  in  that  particular.  There 
was  some  legislative  action  over  there,  but  I  cannot  discuss  it  in- 
telligently. 

Q.  So,  as  the  Department  views  it,  the  assessment  association 
should  be  left?!    A.  I  do  not  know  what  else  there  is  to  do  for 

them.     We  tried  to  get  up  a  law 

Q.  And  introducing  new  members  continually  to  add  to  the 
number  of  those  who  eventually  are  sure  to  be  dissatisfied?  A. 
Now,  Mr.  Hughes,  we  got  up  a  law.  Article  lo,  and  we  are  criti- 
cised for  our  Article  lo — — 

Q.  No,  only  for  the  makeshift  in  it,  not  for  the  good  parts  of  it  ? 
A.  If  anybody  will  produce  a  law,  why,  the  Department,  I  am 
sure,  will  be  very  glad  to  have  it. 

Q.  Why  should  you  not  go  a  little  further  than  you  did  in 
Article  lo,  and  favor  a  law  which  would  put  assessment  companies 
on  substantially  a  level  premium  basis  with  adequate  reserve? 
What  has  changed  your  view  from  1898  with  regard  to  that 
policy?  A.  Well,  anybody's  view  changes,  as  you  grow  older, 
and  as  you  watch  the  wheels  go  round,  and  watch  the  results. 
You  get  some  kind  of  a  hobby 
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Q.  I  asked  you  what  had  changed  your  views  ?  A.  Oh,  I  don't 
know,  general  experience  and  watching  business,  and  all. 

Q.  Here  is  an  amendment  of  Section  52,  apparently  adopted 
last  year  in  regard  to  the  amendment  of  charters  of  domestic  in- 
surance corporations  (handing  book).     A.  Yes. 

Q.  By  inserting  therein  any  statement  or  matter  which  might 
have  been  originally  inserted  therein.  And  I  am  informed  that 
there  has  been  added  to  that  the  words : 

"And  may  likewise  amend  its  charter  or  certificate  of  incor- 
poration, by  inserting  therein  any  powers,  which,  at  the  time  of 
such  amendment,  may  have  been  conferred  by  law  upon  domestic 
insurance  corporations,  engaged  in  a  business  of  the  same  general 
character,  or  which  might  be  included  in  the  certificate  of  incor- 
poration of  a  domestic  insurance  company,  organized  under  any 
general  law  of  this  State  for  a  business  of  the  same  general  char- 
acter." 

Are  you  acquainted  with  that?  A.  I  cannot  answer  without 
having  the  different  laws  before  me,  but  Section  52,  to  the  best 
of  my  recollection,  was  so  amended  as  to  incorporate  in  the  Insur- 
ance Law  that  provision  which  is  now  contained  in  the  Stock 
Corporation  Law.  Under  the  present  Stock  Corporation  Law 
you  have  the  right  to  amend  the  charter  and  get  the  powers  which 
you  could  originally  have  acquired,  and  it  was  deemed  advisable, 
if  it  was  going  to  be  an  insurance  corporation,  to  bring  it  under 
the  Insurance  Law. 

Q.  Who  procured  that  amendment?  A.  I  am  under  the  im- 
pression that  that  amendment  was  a  Departmental  amendment, 
and  introduced  at  the  suggestion  of  the  Attorney-General's  office. 
That  is  the  best  of  my  recollection. 
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O.  Was  any  insurance  company  interested  in  obtaining  it,  that 
you  know  of?     A.  Not  to  my  knowledge. 

ISAAC  VANDERPOEL,  resumed. 

BY  MR.  HUGHES: 

Q.  Mr.  Vanderpoel,  did  you  conduct  or  have  charge  of  the 
examination  of  the  Washington  Life  in  1900?    A.  I  did. 

O.  Did  you  at  that  time  make  an  examination  of  the  per- 
centages of  lapses  and  restorations  of  that  company  as  shown, 
by  their  annual  statements  ?    A.  I  did  not. 

Q.  That  is  a  matter  which  you  remember  was  commented 
upon  in  the  report  of  the  last  examination  ?    A.  Yes. 

Q.  And  Mr.  Dawson  a  little  while  ago  gave  evidence  as  to  the 
percentages  of  lapses  and  restorations  from  1901  to  1904.  Now, 
I  am  advised  that  prior  to  1900,  and  to  the  examination  of  that 
year,  there  was  a  very  heavy  percentage  of  lapses  and  restora- 
tions. Did  that  escape  the  attention  of  the  Department  alto- 
gether?   A.  Yes,  they  had  not 

Q.  In  1900?  A.  Yes,  they  had  not  become  so  abnormal  as 
to  call  our  attention  to  it.  I  think  they  were  done  then  in  a 
more  modified  degree;  still  they  were  abnormal,  but  to  no  ultra 
degree. 

Q.  But  your  attention  was  not  drawn  to  themr    A.  No. 

Q.  Is  it  your  practice  in  dealing  with  examinations  to  call  in 
the  actuary  of  the  Department  in  order  to  ascertain  whether  the 
policies  are  valued  properly,  and  whether  there  is  anything  sig- 


Testimony  of  Isaac  Vanderpoel 

nificant  in  connection  with  the  reports  of  an  actuarial  nature? 
A.  The  actuarial  work  connected  with  an  examination  is  usually 
the  reading  of  the  registers  of  the  Insurance  Department,  the 
valuation  registers,  with  the  actuary's  registers  of  the  company. 

Q.  Would  this,  in  the  ordinary  course  of  examination,  ever 
have  been  brought  to  your  attention,  if  those  outside  of  the 
Department  had  not  raised  the  question  of  undue  lapses  and 
restorations?  A.  I  think  that  I  noticed  that  the  Washington's 
lapses  as  per  its  annual  reports  were  growing  very  absurdly 
large,  lapses  and  restorations. 

Q.  So  that  is  a  matter  that  the  Department  does  look  into 
on  examination?    A.  Oh,  yes. 

Q.  And  calls  the  actuary  in  for  that  purpose  ?    A.  Oh,  yes. 

Q.  Now,  I  have  been  informed  that  at  the  conclusion  of  the 
examination  of  the  Mutual  Life  in  1903  a  certificate  was  issued 
by  the  Superintendent  of  Insurance  in  which  it  was  stated  that 
in  approving  the  report  of  the  Examiner  it  was  fitting  to  note 
the  unusual  extent  and  thoroughness  of  the  examination,  and 
the  evidence  which  it  bears  to  the  conscientiousness  and  careful 
management  of  this  institution.  Did  the  report  contain  a  state- 
ment of  that  description?    A.  My  report? 

Q.  This  is  apparently  the  report  of  the  Superintendent  in 
approving  your  report.    A.  Well,  that  was  his  own  obiter. 

Q.  Then  I  understand  that  your  report  contained  the  follow- 
ing: "This  examination  occupied  the  entire  time  of  the  examin- 
ing force  of  the  Insurance  Department  during  a  period  of  nearly 
nine  months,  every  detail  of  the  company's  transactions  being 
subjected  to  scrutiny."     Further,  the  statement  was  made  that 
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the  company  had  "been  managed  in  the  best  interest  of  the 
policyholders,  the  cost  of  whose  insurance  to  them  in  a  purely 
mutual  company  depends  upon  the  intelligent  administration  of 
its  affairs."  Did  you  make  those  statements  in  your  report?  A. 
I  did. 

Q.  And  they  have  been  used  as  an  advertisement  by  the 
company  ?    A.  I  suppose  so. 

Q.  But  as  a  matter  of  fact  you  had  not  examined  the  manage- 
ment of  the  institution?    A.  Not  beyond  the  evidence  given  here. 

MR.  HUGHES:  That  is  all. 

MILES  M.  DAWSON,  resumed. 

BY  MR.  HUGHES: 

Q.  Mr.  Dawson,  you  have  examined  the  statement  I  now 
show  you  with  regard  to  the  Provident  Savings  Life  Assurance 
Society,  showing  premiums,  dividends,  expenses,  policies  is- 
sued, gain  in  insurance,  amount  of  insurance  in  force,  assets, 
liabilities  and  amounts  paid  policyholders  for  the  years  1894  to 
1904  inclusive  ?    A.  I  have. 

Q.  Is  that  statement  correct  according  to  the  annual  reports 
of  that  company  to  the  New  York  Insurance  Department?  A. 
Not  taking  it  with  the  blue  book,  the  Hfe  insurance  blue  book, 
not  with  the  annual  report. 

O.  Is  that  Life  Insurance  Year  Book  accepted  as  a  correct 
compendium  of  such  data?  A.  Is  ordinarily  regarded  as  en- 
tirely reliable,  yes. 
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MR.  HUGHES:  I  offer  this  statement  in  evidence. 

(Paper  marked  Exhibit  No.  852.) 

(Exhibit  No.  852  will  be  found  in  the  Book  of  Exhibits.) 

MR.  HUGHES:  The  result  of  this  table,  Exhibit  No.  852, 
with  regard  to  the  Provident  Savings,  is  as  follows : 

With  regard  to  the  showing  of  ten  years,  inc'rease 

in  premiums $1,519,050 

Decrease  in  dividends  to  policyholders 138,959 

Increase  in  expenses 1,101,953 

Increase  in  liabilities 6,213,500 

Decrease  in  surplus 13,180 

Insurance  written  in  ten  years 313,492,627 

Increase  in  insurance  in  force  in  ten  years  only.  . . .  17,164,410 

Q.  That  would  indicate  that  of  the  $313,000,000  something 
like  $296,000,000  had  gone  off  the  books?  A.  No,  it  does  not 
indicate  that  quite,  because  they  had  a  very  heavy  lapse  rate  on 
the  business  which  was  in  force  at  the  beginning  of  that  period. 
It  was  on  old  increasing  rates.  It  indicates  that  is  all  they 
gained  while  they  were  writing  that  business. 

Q.  Now,  the  other  day  when  Senator  Dryden  was  on  the 
stand  certain  figures  were  introduced  with  regard  to  the  amount 
which  had  been  received  by  the  Mutual  Benefit  of  New  Jersey, 
during  the  last  thirty  years  and  the  amount  paid.    It  was  stated, 
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I  believe,  that  the  Mutual  Benefit  had  received  in  premiums 
$196,000,000  and  had  paid  to  policyholders  $105,000,000.  Have 
you  looked  up  the  figures  upon  that  so  you  are  able  to  correct 
that  statement  ?  A.  In  the  same  way,  these  figures  are  from  the 
year  book.  The  premiums  received  during  the  thirty  years  are 
$204,511,673.    The  payments  to  policyholders,  $181,471,508. 

THE  CHAIRMAN:  There  will  be  a  meeting  of  the  Com- 
mittee in  the  adjoining  room  immediately  after  adjournment. 
The  Committee  will  now  stand  adjourned  until  10:30  o'clock 
next  Wednesday  morning,  December  27th. 

(Adjourned  to  December  27th,  1905,  at  10:30  A.  M.) 
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STATEMENT  OF  ANDREW  HAMILTON. 

TO  THE 

BOARD!  OF  TRUSTEES   OF  iTHE   NEW  YORK   LIFE 

INSURANCE  COMPANY. 

Gentlemen : 

The  letter  sent  by  the  President  to  me  on  November  15,  1905, 
stating  that  my  presence  was  desired  before  the  Legislative 
Investigation  Committee,  reached  me  in  due  time.  The  President 
is  aware  of  the  fact  that  my  health  demanded  that  I  should  take 
a  trip  to  Europe  for  the  purposes  of  a  cure.  The  trip  had  been 
long  contemplated  and  my  journey  was  begun  before  the  reso- 
lution creating  the  Legislative  Committee  was  passed  and  at 
the  time  when  the  Governor  of  New  York  State  had  publicly 
declared  that  no  investigation  would  occur. 

I  was  engaged  in  preparing  my  statement  in  reply  to  this  letter 
when  I  received  advices  that  Secretary  McCall  was  about  to  visit 
me.  I  have,  therefore,  awaited  his  arrival  before  completing 
the  statement,  hence  the  delay. 

The  urgent  request  of  the  President's  letter,  emphasized  by 
the  Secretary's  personal  solicitation,  I  am  most  anxious  to  com- 
ply with,  but  I  regret  that  the  state  of  my  health  does  not  permit 
me  to  return  home  at  this  time.  No  one  regrets  this  more  sin- 
cerely than  I  do.    I  enclose  herewith  the  letter  of  Dr.  Riviere, 
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an  eminent  specialist  and  a  member  of  the  Legion  of  Honor, 
which  enjoins  me  that  if  I  hope  to  regain  my  health  so  as  to 
continue  my  professional  work,  his  course  of  treatment  should 
not  be  interrupted.  My  duty  towards  those  who  are  dependent 
upon  me,  leaves  me  no  other  course  but  to  follow  his  advice. 

I  have  noted  the  demand  for  an  accounting  of  the  amounts 
paid  to  me  by  the  Company.  In  order  to  comply  so  far  as  possi- 
ble with  this  demand,  I  must  of  necessity  make  a  statement  of 
considerable  detail  with  which  the  President  of  the  Company 
is  familiar,  but  which  I  wish  brought  to  the  attention  of  the 
Board  of  Trustees.  Let  me  say,  first,  that  the  subject  of  my 
legal  expense  account  has  not  now  for  the  first  time  come  under 
detailed  examination  by  public  officials.  When  the  representa- 
tives of  the  Prussian  Government  passed  upon  the  accounts, 
management  and  condition  of  the  New  York  Life  Insurance 
Company,  in  1899,  in  response  to  their  enquiries  I  made  an  ex- 
tensive report  which  reviewed  practically  the  same  conditions 
which  have  still  continued  to  exist  in  connection  with  my  depart- 
ment and  my  expenditures.  The  report  is  filed  in  the  archives 
of  the  Prussian  Government,  and  the  President  of  the  Company 
will  recall  that  by  those  critics  who  cannot  be  suspected  of  any 
favoritism  to  American  enterprises,  it  was  accepted  and  passed 
as  entirely  satisfactory.  In  this  reply  I  will  have  occasion,  from 
time  to  time,  to  follow  the  lines  of  that  report. 
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CONDITIONS    UNDER    WHICH     I    ASSUMED    THE 
SUPERVISION     OF    THE     BUREAU     OF     TAXA- 
TION   AND     LEGISLATION. 

At  the  time  when  I  was  given  full  charge  of  the  Bureau  of 
Taxation  and  Legislation  for  the  New  York  Life  Insurance 
Company,  it  had  become  apparent  to  its  executive  officers,  and 
as  well  to  the  officers  of  the  JNIutual  Life  Insurance  Company  and 
the  Equitable  Life  Assurance  Society,  that  the  mass  of  proposed 
legislation  upon  insurance  topics,  including  taxation,  was  an- 
nually increasing  in  such  volume,  that  unless  concerted  action 
was  taken,  the  companies  might  be  practically  legislated  and 
taxed  out  of  existence.  In  order  to  obtain  this  concerted  action, 
I  conferred  with  the  officers  of  these  other  companies.  Their 
opinions  concurred  with  mine — that  the  agency  force  as  guar- 
dians of  insurance  in  legislative  affairs,  was  a  failure.  If  suffi- 
cient attention  was  given  by  agents  to  these  matters,  then  the 
main  business  of  the  compan}- — the  insuring  of  lives — ^was  sadly 
neglected.  It  had  also  been  found  impossible  to  rouse  the 
policyholders  of  our  companies  to  exert  their  influence.  Our 
combined  experience  was  that  in  no  case  where  this  means  was 
tried,  was  it  ever  successful,  although  it  had  been  tried  in  a  great 
many  cases.  We  could  not  secure  the  co-operation  of  the 
smaller  companies — in  fact  it  is  the  practice  of  the  smaller  com- 
panies to  hide  themselves  behind  the  bulwark  of  the  larger  com- 
panies, resting  supinely,  no  matter  how  hostile  the  legislation,, 
realizing  that  the  larger  companies  cannot  afford  to  wait  for  their 
co-operation.     The  brunt  of  the  attack,   therefore,  falls  upon 
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the  larger  companies.  I  venture  to  say  if  this  defence  was  not 
made  by  the  larger  companies,  that  many  small  companies  would 
have  been  unable  to  meet  the  requirements  that  would  have 
been  imposed  upon  them  by  the  passage  of  hostile  legislation 
and  would  gradually  have  been  compelled  to  sink  into  a  position 
of  comparative  obscurity.  If  the  smaller  companies  had  been 
willing  to  do  their  share  in  these  matters,  the  expenses  incidental 
to  the  work  would  have  been  reduced  to  such  an  extent  that  the 
item  would  have  been  too  small  to  attract  any  attention. 

With  all  these  points  before  us,  it  became  necessary  to  have 
representatives   other  than  agents  and  policyholders   in   these 
affairs.    The  usual  practice  of  depending  alone  upon  counsel  to 
attend  and  present  arguments  at  fixed  hearings,  was  correctly 
determined  to  be  insufficient.     The  very  fact  that  the  great  life 
insurance  interests  of  New  York  favored  or  opposed  pending 
legislative  propositions,  would  of  itself  often  concentrate  the 
opposition  against  their  views ;  so  likewise  did  the  knowledge 
that  we  were  represented  at  the  capitals  of  various  States  lead 
to  demands. that  political  favorites  should  be  employed  in  the  role 
of  counsel,  which,  if  acceded  to,  placed  our  affairs  at  the  mercy 
of  those  who  did  not  possess  our  confidence.    These  and  other 
considerations  led  the  three  companies  to  but  one  conclusion. 
We  felt  that  if  a  secret  service  was  a  permissible  governmental 
agency,  a  confidential  service  would  be  the  only  effective  and 
at  the  same  time^  proper  plan  to  guard  the  welfare  of  the  most  ex- 
tensive commercial  interests  in  the  world — the  life   insurance 
business  of  the  State  of  New  York.    This  confidential  secret  ser- 
vice was  decided  upon  as  the  only  feasible  plan  of  protection. 
It  was  so  reported  to  the  several  companies.    I  explained  to  the 
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President  of  the  New  York  Life  Insurance  Company,  as  did 
the  other  gentlemen  who  were  associated  with  me  in  this  work  to 
the  officers  of  their  respective  companies,  that  itemized  accounts 
by  names,  or  amounts  by  separate  vouchers,  details  or  particu- 
lars, should  not  be  demanded  if  we  were  to  be  held  responsible. 
If  I  accounted  fully  by  detailed  statements  as  to  who  my  repre- 
sentatives were  and  the  amounts  paid  to  them  to  the  President  of 
the  New  York  Life  Insurance  Company,  I  would  be  equally 
bound  to  account  fully  to  the  representatives  of  the  other  com- 
■  panics.     Their  reports  would  be  similarly  exchanged.     Confi- 
dences so  spread  would  lose  their  character  and  become  food  for 
general  gossip.     In  addition,  by  this  plan,  I  was  able  to  have 
as  my  representatives  frequently  men  who  would  not  have  ac- 
cepted the  retainer  were  it  known  that  they  were  interested  in 
legislation  for  insurance.     I  was  able  to  assure  them  that  their 
employment  would  be  known  to  me  and  to  no  one  else,  and  with 
them  I  have  always  kept  and  always  shall  keep  my  word.    The 
protection  of  the  companies  under  such  a  plan  was  ample.    Each 
one  of  the  companies  was  supplied  daily  with  a  list  of  legislative 
propositions  and  their  progress.    The  clipping  bureaus  and  the 
agency  advices  apprised  them  of  the  more  complete  particulars 
and  favorable  or  unfavorable  outcome.     The  officers  were  there- 
fore fully  cognizant  of  the  menaces  that  threatened  the  policy- 
holders' interests,  they  were  fully  aware  of  the  pecuniary  loss 
entailed  to  policyholders  if  certain  measures  were  passed,  and 
they  knew  the  struggles  and  the  results.    If  the  cost  was,  in  the 
judgment  of  any  one  of  the  participating  companies'  officers,  too 
great,  the  system  could  have  been  summarily  terminated.    The 
President  of  the  company  has  testified  that  it  was  under  these 
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conditions  that  I  undertook  to  represent  the  New  York  Life  In- 
surance Company  in  this  department,  and  I  had  a  hke  under- 
.standing  with  the  representatives  of  each  of  the  other  partici- 
pating companies.  These  representatives  had  the  same  under- 
standing on  their  belialf  with  each  other  and  with  the  New  York 
Life  Insurance  Company  through  me.  Were  it  not  for  this  ab- 
solute understanding,  I  would  not  have  undertaken  the  work, 
because  I  would  have  been  so  hampered  that  failure  must  surely 
have  followed. 


■CONDITIONS  WHICH  CONFRONT  INSURANCE  COM- 
PANIES IN  MATTERS  OF  LEGISLATION  AND 
TAXATION. 

The  New  York  Life  Insurance  Company  transacts  business  in 
every  one  of  the  States  and  Territories  and  in  the  District  of 
Columbia,  all  of  which  constitute  the  United  States.  It  also 
transacts  business  in  practically  every  civilized  country  in  the 
world.  It  is  doubtless  well  known  to  you  that  every  insurance 
'Company  which  holds  its  charter  from  the  State  of  New  York 
is  legally  considered  in  every  other  State  of  the  Union  as  a 
""foreign  corporation,"  and  is  treated  as  such.  Each  one  of  these 
States  and  Territories  is  sovereign  in  regard  to  the  way  in  which 
the  New  York  Life  Insurance  Company  shall  conduct  its  busi- 
:ness  in  that  State.  They  can  pass  any  laws  they  see  fit,  and  the 
New  York  Life  Insurance  Company  is  obliged  to  comply  with 
the  requirements  of  these  laws  or  quit  the  State.  The  license 
which  is  given  this  company  to  do  business  in  the  various  States 
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is  good  for  one  year  and  must  be  renewed  annually.    A  savings 
bank  is  subject  to  control  and  taxes  by  a  single  State.     The 
great  railroad  systems  may  extend  into  a  dozen  States,  but  the 
great  life  insurance  companies  of  New  York  State  have  more 
than  fifty  bosses  in  the  United   States,  at  least  one  in  every 
State  and  Territory,  represented  by  the  Legislature  and  the  spe- 
cial Insurance  Official.    Even  in  far-off  Hawaii  an  extensive  plan 
of  insurance  regulation  was  brought  forward  last  year.    We  can 
pass  by,  for  the  present,  Canada  and  the  foreign  governments. 
Under  the   form   of  government   of  the   States  in  the  United 
States,  "representative  democracy,"  the  legislative  bodies   are 
frequently  composed  of  persons  not  sufficiently  well  versed  in 
legal  matters ;  their  knowledge  of  insurance  is  also,  in  the  great 
majority  of  cases,  restricted,  and  they  have  but  a  very  vague 
notion  of  the  enterprise  as  a  whole.     Without  in  any  way  im- 
peaching the  honesty  of  purpose  of  such  legislators,  it  is  but 
fair  to  say  that  the  greater  part  of  them  are  very  anxious  to 
show  their  zeal  as  public  benefactors  in  the  interest  of  the  people 
of  their  own  State.     Their  favorite  manner  of  proceeding  is  to 
attempt  to  enact  laws  which  require  the  policyholders  of  insur- 
ance companies  at  large  to  pay  to  the  particular  State  Treasuries 
more  or  less  extravagant  amounts  as  taxes.     In  the  few  States 
where  no  tax  is  at  present  specifically  imposed,  numerous  bills 
are  regularly  introduced  providing  for  taxes  varying  from  high 
to  low.     Where  a  tax  is  at  present  imposed,  it  is   sought  to 
increase  it.     Legislators  seek  to  increase  the  revenues  collected 
by  the  several  State  Insurance  Departments  from  the  insurance 
companies.    Bills  to  compel  the  company's  reports  to  be  repeat- 
edly and  unnecessarily  published  in  newspapers,  are  advocated, 
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to  gain  favor  with  the  press  for  increasing  their  revenues.    At 
the  instigation  of  companies  engaged  in  other  forms  of  insur- 
ance and  by  other  corporations  to  exempt  themselves,  burdens 
on  insurance  are  urged  in  various   forms.     Enactments  .are 
ofifered  calHng  for  investment  of  the  company's  assets  in  enter- 
prises within  the  particular  State,  or  for  deposits  of  the  policy- 
holders' reserves  with  State  ofificials.    Non-forfeiture  and  notice 
laws,  and  different  principles  for  surrender  values  are  proposed 
for  the   particular   State,   which   are   intended   to   discriminate 
against  the  great  mass  of  policyholders  not  resident  in  that  State. 
Wholesale  revision  or  codification  of  the  Insurance  Statutes  of 
some  State  or  States,  is  continually  under  way.    Surplus,  which 
is  a  misnomer  in  life  insurance,  and  which  the  legislators  do  not 
seem  to  understand  is  a  liability,  catches  their  eye  and  they  call 
for  its  distribution.     Forms  of  policies,  restriction  of  legitimate 
defenses,  and  evasion  of  the  general  rules  of  evidence  in  insur- 
ance actions,  are  multiplied.    Taxing  of  the  cash  value  as  a  per- 
sonal asset  of  the  policyholder;  laws  forbidding  the  companies 
to  remove  their  cases  to  the  United  States  Courts  under  penalty 
of  cancellation  of  the  license  of  the  company  to  do  business ; 
proposals  to  place  the  company  at  the  mercy  of  blackmailers, 
financial  highwaymen  or  competing  companies,  by  compelling 
the  companies  to  print  lists  of  their  policyholders,  are  but  a  few 
of  the  many  propositions  that  arise  annually.    These  represent 
by  no  means  all  the  topics  of  interest  to  the  poHcyholders  of 
the  New  York  Life  Insurance  Company  which  test  the  resources 
of  my  department  to  ameliorate  at  least,  if  not  defeat.    Affirma- 
tive legislation  to  repeal  or  modify  existing  laws  in  various 
States  which  embarrass  the  company's  business,  is  offered  oc- 
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casionally.  Outrageous  propositions,  such  as  the  ten  per  cent, 
tax  proposed  in  Arkansas,  or  absurd  propositions  like  the  Mich- 
igan Bill,  where  a  doctor's  certificate  of  ill  health  would  excuse 
the  payment  of  the  insurance  premium  and  keep  a  policy  in  force ; 
or  the  Virginia  Bill,  making  it  actionable  for  a  life  insurance 
agent  to  enter  the  office  of  a  man  where  the  sign  "No  Agents 
Allowed"  is  displayed,  find  legislative  favor.  However  ridicu- 
lous these  bills  may  seem,  they  demand  attention.  It  must  be 
borne  in  mind  that  my  department  not  only  represented  the  in- 
terests of  the  policyholders,  but  also  represented  the  interests  of 
the  agents.  The  equal  of  the  agency  force  of  the  New  York 
Life  Insurance  Company  has  never  been  seen,  and  it  has  been 
one  of  my  chief  ambitions  to  prevent  legislation  hostile  to  the 
interests  of  those  agents,  and  many  bills  were  introduced  which, 
had  we  not  been  watchful,  would  in  a  great  many  States  have 
entirely  destroyed  our  agency  organization.  Measures  harmless 
in  their  terms,  pending  in  distant  States,  or  even  near  at  home, 
not  watched,  are  liable  to  be  changed  without  warning  to  include 
life  insurance  subjects.  Fire  insurance  bills  are  amended  to 
affect  life  insurance  companies,  and  general  measures  are 
changed  to  catch  both.  If  it  is  proposed  to  raise  money  for 
State  purposes,  then  at  once  all  the  other  corporate  interests 
attempt  to  have  the  requisite  amount  levied  upon  the  policyhold- 
ers of  life  insurance  companies  and  the  burden  not  placed  upon 
the  other  corporate  interests. 

It  makes  no  difference  if  the  enactment  originates  in  territory 
where  it  affects  but  little  business,  because  such  an  enactment 
becomes  a  precedent  to  be  followed  by  others.  As  an  illustra- 
tion of  precedents,  the  Indiana  tax  cases  are  pertinent.    In  the 
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Indiana  Legislature  the  attempt  was  made  to  pass  a  law  placing 
the  surrender  value  of  a  life  insurance  policy  upon  the  list  of  per- 
sonal property  which  was  taxable  to  the  owner.  Companies 
which  ofifere'd  no  such  advantages  to  policyholders  supported  it 
as  an  attack  upon  their  rivals  who  offered  this  advantage.  The 
measure,  however,  was  defeated.  Immediately  the  State  As- 
sessors proceeded  to  tax  policyholders,  proclaiming  that  the 
existing  law  was  broad  enough  in  its  terms  to  cover  this.  The 
proposition  was  as  novel  as  it  was  important.  If  it  was  true  in 
Indiana,  it  was  probably  true  of  many  other  States  in  the  Union. 
It  would  have  caused  an  annual  expense  on  all  policyholders, 
enormous  in  the  aggregate ;  yet  the  amount  collectible  on  a 
single  policy  would  be  relatively  so  small  that  it  would  not  excite 
a  policyholder  to  incur  the  great  expense  of  protracted  and  ag- 
gressive litigation.  The  New  York  Life  Insurance  Company, 
through  my  department,  retained  eminent  and  influential  coun- 
sel and  succeeded  by  a  divided  court  in  defeating  the  project. 
The  expense  was  large,  but  it  accomplished  a  saving  to  policy- 
holders of  the  New  York  Life  Insurance  Company  in  that  State 
of  many  times  this  large  sum  paid,  to  say  nothing  of  the  benefit 
to  insurance  generally  in  that  State  and  to  the  business  of  insur- 
ance in  those  other  States  which  were  willing  and  anxious  to 
follow  Indiana  if  the  plan  succeeded.  Following  out  this  idea 
developed  in  Indiana,  several  States — notably  Arkansas,  intro- 
duced similar  measures,  all  of  which  were  defeated. 

Let  me  transgress  here  for  a  moment  to  say  that  it  would  have 
been  comparatively  easy  for  the  officers  of  these  insurance  com- 
panies to  have  sat  with  arms  folded  and  allowed  the  legislators 
to  pass  whatever  bills  they  cared  to.    The  passage  of  these  bills 
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would  not  affect  these  officers  personally,  for  I  have  never  known 
of  a  bill  to  be  introduced  or  hitherto  thought  of,  which  would 
have  had  the  slightest  effect  upon  the  compensation  or  duties  of 
the  officers  of  life  insurance  companies.  But  these  gentlemen 
have  assumed  their  responsibility  in  accordance  with  their  idea 
of  their  duty  towards  their  policyholders  whose  interests  they 
represent. 


MEASURES  BY  WHICH  LEGISLATION  HOSTILE  TO 

THE  INTERESTS  OF  POLICYHOLDERS  WAS 

TAKEN  CARE  OF. 

At  the  capital  of  every  State  we  have  either  retained  repre- 
sentatives for  the  companies,  or  are  in  co-operation  with  some 
one  who  has  retained  representatives  duly  influential.  As  I  have 
previously  said,  it  has  been  found  advisable  to  keep  such  matters 
entirely  free  from  the  agency  force  representatives,  and  it  has 
also  been  found  impossible  to  interest  the  policyholders  of  the 
company.  It  has  also  been  found  advisable  as  the  result  of 
experience,  to  avoid  as  far  as  possible  any  exact  public  infor- 
mation as  to  who  represents  us.  The  known  presence  of  a  cor- 
poration represented  at  legislative  halls,  is  the  signal  for  re- 
newed vigor  in  the  attacks  of  blackmailers  and  cranks,  and 
unfortunately  members  of  the  legislative  body  are  frequently 
deaf  to  reasoning  where  a  non-voting  or  corporate  interest  is  at 
stake.  The  relations,  therefore,  of  the  people  of  the  various 
States  of  the  Union  who  are  employed  for  the  purpose  of  defeat- 
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ing  legislation  and  taxation  hostile  to  the  interests  of  the  policy- 
holders of  the  New  York  Life  Insurance  Company,  must  of 
necessity  be  mainly  confidential  and  private,  as  was  stipulated 
in  our  employment.  As  a  result,  much  is  avoided ;  many  move- 
ments that  would  otherwise  be  unknown  until  they  became  pub- 
lic property,  are  learned  of  and  suppressed  in  advance,  and  they 
are  thus  more  discreetly  provided  against.  Prevention  is  again 
proved  herein  to  be  better  than  cure.  Where  it  becomes  neces- 
sary, we  have  often  occasion  to  employ  the  columns  of  the  public 
press  for  a  discreet  advocacy  of  our  views ;  this  method  has  been 
found  to  be  very  efificacious,  but  it  has  also  been  found  to  be  very 
expensive.  Pledges  in  advance  obtained  through  influential  per- 
sons, leave  us  free  to  parry  attacks  from  quarters  not  so  well 
protected.  Not  long  ago  in  a  distant  city,  a  well-conceived 
scheme  to  change  a  tax  bill  so  that  it  would  cost  this  company 
in  the  place  of  less  than  $20,000,  over  $60,000  annually,  and  of 
course  other  companies  in  like  proportion,  was  developed  over 
night  and  backed  by  the  State  officials  because  the  State  needed 
money.  My  representative,  however,  being  on  the  ground  un- 
noticed, defeated  the  measure  with  the  same  celerity  with  which 
it  was  developed.  My  various  representatives  in  the  several 
States  must  be  people  who  are  in  touch  with  every  movement 
and  who  can  learn  of  every  change  in  time  to  advise  me  and  to 
receive  instructions.  Such  services  as  these  cost  money,  and  I 
have  found  it  more  economical  to  employ  the  best  man  or  the 
best  men,  because  the  saving  thus  effected  to  the  policyholders 
of  the  company  represents  anywhere  from  five  to  a  hundred 
times  the  amount  paid  to  these  representatives.  Good  bills 
must  be  watched  to  see  that  they  are  not  changed.    Each  year 
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the  situation  requires,  in  one  State  or  another,  changes  of  my 
representatives.  Emergencies  demand  very  close  attention. 
Therefore,  to  give  these  proper  attention,  I  make  personal 
visits  from  time  to  time  to  every  State  in  the  Union.  Many 
matters  with  the  State  Insurance  Departments,  on  occasion,  also 
receive  the  attention  of  this  Department.  Canada  calls  for  simi- 
lar attention  from  time  to  time,  and  Washington  and  the  Terri- 
tories have  also.  All  Congressional  revenue  matters  in  the  past 
have  received  my  attention,  and  also  Congressional  action  look- 
ing towards  a  national  supervision  of  insurance,  declaring  it  to  be 
commerce  and  thus  bringing  it  within  the  protection  of  the  pro- 
visions of  the  United  States  Constitution,  and  guarding  it  in 
a  measure  from  attacks  in  the  several  States.  I  am  such  a  great 
believer  that  practically  the  salvation  of  the  policyholders  of  life 
insurance  companies  rests  in  national  supervision  or  federal  con- 
trol, that  I  have  incurred  considerable  expenditure  in  connection 
with  the  work  of  my  department  in  attempting  to  create  in  every 
State  in  the  United  States  a  sentiment  in  favor  of  national  super- 
vision. I  believe  that  the  money  thus  spent  by  me  in  this  respect 
will  be  returned  one  hundredfold  to  the  policyholders  of  the 
company. 

The  method  of  dividing  the  States  in  the  United  States  among 
the  three  companies  has  been  testified  to  by  Mr.  Thummel,  of 
the  Mutual  Life.  In  accordance  with  this  plan,  the  entire  re- 
sponsibility for  some  of  the  several  States  was  allotted  from 
time  to  time  to  me  or  to  a  representative  of  one  of  the  other 
two  companies.  In  the  others  we  co-operated.  In  this  allot- 
ment let  me  emphatically  state  that  the  State  of  New  York  and 
its  legislative  affairs  was  in  no  instance  in  charge  of  myself  or 
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the  New  York  Life  Insurance  Company.  We  had  no  share  of 
that  responsibility — absolutely  none.  Except  when  on  a  few 
occasions  I  remained  in  Albany  for  affairs  in  court  or  when  ap- 
pearing for  clients  on  other  than  insurance  matters,  or  on  holi- 
days, I  was  never  in  Albany  during  the  session  of  the  Legisla- 
ture. My  rule  was  to  reach  New  York  City  on  Monday,  and  if 
necessity  required,  visit  other  cities.  If  not,  and  my  work  could 
be  done  in  New  York  City,  I  would  return  to  Albany  on  Fri- 
day night  or  Saturday.  Insurance  measures  pending  in  New 
York  State  were,  of  course,  discussed  by  me  with  Mr.  Short,  of 
the  Mutual  Life  Insurance  Company,  who  had  charge  of  Al- 
bany matters,  and  to  whom  I  always  addressed  myself  when  de- 
siring to  be  informed  or  to  make  suggestions.  Permit  me  to 
state  at  this  time  that  I  am  not  attempting  to  cast  any  reflec- 
tions upon  representatives  of  any  of  the  other  companies.  I 
know  of  no  basis  for  any  such  reflections.  I  have  found  in  my 
work  that  in  every  legislative  body  in  the  United  States  there 
was  as  large  a  proportion  of  honest  men  as  there  is  in  any  body 
of  men  in  any  walk  of  life.  Permit  me  also  to  state  that  in  my 
work  I  have  not  found  it  so  difficult  to  defeat  blackmailers.  A 
man  who  is  out  to  blackmail  corporate  interests  is  generally 
well  known  and  his  character  thoroughly  understood.  These 
men  never  retain  influence  for  any  length  of  time,  and  I  have 
found  that  requests  to  the  honest  members  of  the  Legislature 
for  help  in  defeating  the  blackmailer  is  always  readily  and 
cheerfully  granted.  I  found  that  my  chief  difficulty  had  been  in 
taking  care  of  the  legislation  introduced  by  ignorant  people  and 
by  cranks,  by  other  corporate  interests  endeavoring  to  remove 
the  burden  from  their  shoulders  and  place  it  on  the  life  insur- 
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ance  policyholders,  and  last  and  chiefly  by  the  outrageous  bills 
introduced  to  tax  the  policyholders  of  the  New  York  Life  In- 
surance Company  for  the  purpose  of  adding  to  the  revenue  of 
the  State,  defended  for  no  other  reason  than  because  the  State 
needed  the  money.     It  is  true  that  the  policyholders  of  the  life 
insurance  companies  should  be  taxed  to  such  an  extent  that  they 
should  bear  the  expenses  attendant  upon  the  Insurance  Depart- 
ment of  the  several  States,  but  any  amount  collected  by  that 
State  above  the  necessary  expenses  for  conducting  the  Insur^ 
ance  Department  is  robbery  of  the  policyholder  pure  and  sim- 
ple.    In  order  that  you  gentlemen  may  understand  what  a  bur- 
den these  taxes  are  upon  the  companies  in   New  York  State 
alone,  I  will  state  that  the  amount  of  taxes,  allowances,  fees, 
etc.,  paid  by  the  life  insurance  companies  of  New  York  State 
for  said  taxes  during  the  ten  years  from  1895  to  1904  inclusive 
amount  to  $21,137,924.00,  of  which  the  policyholders  of  the  New 
York  Life  Insurance  Company  have  contributed  more  than  any 
other  company,  namely  $5,547,526.82. 

It  can  thus  be  seen  in  this  brief  summary  of  the  work  that  is 
required  of  my  department  that  the  task  is  a  herculean  one,  and 
I  want  to  say  in  this  respect  that  the  best  years  of  my  life  have 
been  devoted  to  using  every  proper  method  for  defeating  legis- 
lation and  taxation  hostile  to  the  interests  of  the  policyholders 
of  the  New  York  Life  Insurance  Company.  Let  me  add  fur- 
ther, and  I  cannot  state  this  too  emphatically,  the  injunctions 
of  the  president  of  this  company  to  me  were  always  unmistak- 
ably explicit  that  my  expenditures  and  my  work  were  to  be 
strictly  confined  within  the  limitations  of  the  law  of  the  land. 
These  instructions  have  been  faithfully  followed  to  the  letter. 
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There  has  never  been  a  disbursement  made  by  me  of  the  com- 
pany's funds  which  trespassed  upon  the  instructions  given  me 
by  the  president  of  this  company,  and  I  want  it  thoroughly  un- 
derstood that  not  one  dollar  of  any  moneys  ever  paid  to  me  by 
the  New  York  Life  Insurance  Company  has  been  used  improp- 
erly or  for  improper  purposes,  or  in  a  way  that  transgressed 
either  the  statutory  law  or  the  moral  law. 


EXPENSES  AND  ACCOUNTING. 

I  have  noted  the  demand  of  the  president  for  an  accounting 
of  the  various  moneys  that  have  been  paid  to  me  by  the  New 
York  Life  Insurance  Company.  In  consequence  of  the  accept- 
ed understanding  by  this  company  and  my  other  companies  rep- 
resented in  the  joint  undertaking,  as  to  the  manner  in  which 
disbursements  were  to  be  made  without  vouchers  other  than 
my  own,  no  demand  was  made  by  me  for  vouchers  from  other 
people,  nor  were  there  any  books  or  accounts  kept  by  me  cover- 
ing same.  Nor  are  there  any  of  my  checks  to  produce.  Pay- 
ment by  my  check  would  necessarily  have  disclosed  the  fact  that 
the  person  receiving  the  check  was  under  retainer  by  me,  and 
would  thus  have  necessarily  hampered  that  portion  of  my  work 
that  was  most  efficacious,  namely,  absolute  secrecy.  Cash, 
drafts  and  certificates  were  generally  preferred.  I  cannot  pro- 
duce my  checkbooks  or  cancelled  checks  which  relate  to  affairs 
other  than  those  of  the  New  York  Life  Insurance  Company.     I 
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cannot  produce  any  books  of  these  particular  accounts  because 
none  were  ever  kept  by  me.  Even  if  I  did  possess  them,  it  does 
not  appear  to  me  that  the  demand  for  them  would  be  a  fair  and 
honest  one.  The  understanding  that  I  had  in  undertaking  this 
work  was  distinct  and  thorough.  If  it  had  not  been  so,  I  should 
have  declined  the  task.  However,  I  am  able  to  state  under  some 
headings  the  disbursements  that  have  been  made  by  me  since 
the  Prussian  report  of  1899.  This,  with  my  own  compensation, 
is  the  only  accounting  I  can  give  of  these  moneys.  Tliis  review 
of  closed  and  accepted  accounts  is  entirely  voluntary  on  my  part 
and  is  made  at  this  time  because  I  do  not  want  to  embarrass 
either  the  president  or  the  Board  of  Trustees  of  this  company. 
When  my  health  permits  it,  I  trust  sincerely  that  you  gentlemen 
of  the  Board  of  Trustees  will  give  me  an  opportunity  of  appear- 
ing before  you  in  person  and  explaining  in  detail  my  entire  work 
as  carried  out  by  me  in  the  way  I  thought  was  for  the  best  inter- 
ests of  the  policyholders  of  the  New  York  Life  Insurance  Com- 
pany. It  must  be  understood,  however,  that  the  services  ,1  ren^ 
dered  to  the  company  cover  considerably  more  than  the  depart- 
ment of  legislation  and  taxation.  They  include  matters  for  the 
real  estate  department,  investment  and  securities,  agency  affairs, 
the  routing  of  newspaper  blackmailers,  legal  licenses.  Insurance 
Department  action.  State  codification  and  revision  of  insurance 
laws  and  various  litigations.  Many  matters  of  highly  confiden- 
tial character.  I  have  crossed  the  continent  to  the  State  of 
Washington  four  times  and  return  in  thirteen  months  for  the 
late  treasurer.  My  functions  include  Canada,  and  have  ranged 
within  the  territory  included  from  Maine  to  California.  I  have 
a  staff  of  lawyers  under  salary  in  my  New  York  offices  practic- 
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ally  operating  solely  for  me  in  company  affairs.  My  Albany  of- 
fice and  its  attendant  expense  is,  save  for  a  few  old  clients,  con- 
ducted solely  for  briefs  in  insurance  matters. 


STATEMENT  OF  ACCOUNT  ABOVE  REFERRED  TO. 

1899  to  1905. 

1899  $7,050   $2,900   $13,500    $3,000   $9,000  $40,600  $76,050 

1900  14,900     4,500       3,000     3,000     4,500  64,000  93,900 

1901  10,300     6,400         3,000   21,400  85,900  127,000 

1902  10,000     2,200         ....      3,000     3,200  29,600  48,000 

1903  12,100     3,600       6,900     4,000     8,700  51,000  86,300 

1904  13,000     7,100     26,000     9,000     3,900  83,100  142,100 

1905  10,000     7,200         ....      9,000    24,000  97,000  147,200 


$77,350  $33,900   $49,400  $34,000  $74,700  $451,200  $720,550 

It  will  be  seen  from  this  table  that  the  amounts  disbursed  by 
me  in  the  different  years  vary  considerably,  and  it  must  be 
borne  in  mind  that  the  sums  charged  in  a  single  year  do  not  al- 
ways represent  the  actual  transactions  for  that  year.  My  paid 
obligations  in  one  year  were  at  times  received  from  a  previous 
year  and  carried  in  part  into  the  succeeding  year.  Sometimes  it 
has  been  my  custom  to  engage  attorneys  for  a  longer  period 
than  a  year  at  a  time.  In  this  way  the  initial  expense  would  be 
great,  but  the  final  expense  would  be  less.  From  time  to  time, 
in  order  to  keep  the  expenditures  for  the  year  to  a  proper  limit, 
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and  from  time  to  time  when  in  the  absence  of  the  president  or 
some  officer  in  the  confidence  of  the  situation,  or  for  like  rea- 
sons, I  did  not  ask  for  the  money  from  the  company,  I  was  of 
necessity  then  obliged  to  borrow  from  the  banks,  and  this 
amount  would  be  made  good  subsequently.  Consequently  you 
will  find  that  the  several  payments  to  me  often  cover  accounts 
for  the  previous  or  following  year.  Such  were  the  notes  paid  by 
Morgan  &  Co.,  and  afterwards  cared  for  by  the  company  with- 
out my  intervening.  I  must  say,  in  connection  with  that  trans- 
action, that  I  never  knew  until  I  read  it  in  the  published  evi- 
dence, how,  when,  from  what  fund  or  by  whom,  that  line  of  ob- 
ligations was  satisfied.  I  knew  that  the  creditors  sent  me  no 
notices  to  step  up  and  settle,  and  that  contented  me. 

You  will  note  the  somewhat  large  expense  for  retainers  and 
newspaper  articles  in  the  year  1904.  A  large  portion  of  this  ex- 
pense was  occasioned  by  the  matter  that  I  have  referred  to 
above,  namely,  the  attempt  to  create  public  sentiment  through- 
out the  United  States  in  favor  of  national  supervision.  You  will 
also  note  that  the  same  item  of  expenses  in  1905  are  large  in 
comparison,  which  is  owing  to  the  fact  that  this  has  been  the 
most  active  year  we  have  had  in  legislative  matters,  due  pri- 
marily to  the  troubles  in  the  Equitable  Life  Assurance  Society, 
and  also  due  to  the  fact  that  the  bureau  this  year  was  practic- 
ally carried  on  by  the  Mutual  Life  and  the  New  York  Life 
alone,  with  comparatively  little  assistance  from  the  Equitable 
Life  Assurance  Society.  In  this  way  a  great  many  more  States 
than  usual  had  to  be  taken  care  of  this  year  by  both  the  Mutual 
Life  and  the  New  York  Life.  We  have  at  least  one  representa- 
tive in  every  one  of  fifty  States  and  Territories  in  the  United 
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States.  In  a  great  many  States  it  has  been  necessary  to  have 
more  than  one  representative.  From  the  annual  expenses  of  my 
department  of  legislation  and  taxation,  when  you  deduct  my 
own  hotel  and  traveling  expenses,  and  the  traveling  and  hotel 
expenses  of  those  people  under  retainer  by  me,  rent  and  ofHce 
expenses,  telegraph  and  telephone,  the  fixed  retainers  paid  out 
(in  some  years  this  would  average  as  high  as  $25,000),  the  5 
per  cent,  that  was  paid  to  me  on  my  disbursements,  the  50  per 
cent  of  the  difference  between  the  actual  cost  of  the  bureau  and 
$100,000  which  was  paid  to  me,  the  amount  left,  when  divided 
among  the  fifty  States  and  Territories,  is  so  small  that  it  will 
not  warrant  the  suspicion  that  it  could  be  a  fund  for  corrupt 
purposes  or  a  heavy  legitimate  expense.  Closing  this  topic,  I 
declare  positively  that  all  disbursements  reported  were  actually 
made  and  expenses  charged  for  actually,  honestly  and  legiti- 
mately incurred. 


SPECIAL  ADVANCES  CHARGED  1904. 

I  note  the  amount  of  $235,000  charged  against  me  for  these 
accounts  and  which  has  been  fully  brought  out  in  President  Mc- 
Call's  explanations  to  the  Investigating  Committee  and  which, 
as  appears  by  his  testimony,  I  was  entitled  to  apply  on  other 
accounts.  The  discharge  of  obligations  incurred  or  accruing  in 
my  department  in  1904  and  1905  not  represented  in  the  stated 
payments  for  those  years,  my  unsettled  accounts  for  retainers, 
for  commissions,  for  percentages,  and  the  balance  under  my 
special  tax  arrangement,  all  of  which  accounts  are  still  open,  are 
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to  be  deducted  from  this  gross  amount.  I  have,  however,  no 
objection,  as  an  evidence  of  good  faith  during  my  absence,  pend- 
ing such  a  settlement  of  these  accounts,  to  place  in  the  custody 
of  the  company  $100,000,  which  it  may  hold,  and  which  is  to  be 
repaid  in  whole  or  in  part  as  may  appear  upon  such  future  audit. 


RESULTS  OF  MY  SERVICES  IN  CONNECTION  WITH 
MATTERS  PLACED  IN  MY  CHARGE,  AS  EVI- 
DENCED BY  THE  MONEYS  SAVED 
TO  POLICYHOLDERS. 

During  the  last  seven  years  there  have  been  introduced  in  the 
various  States  over  750  bills  directly  affecting  the  interests  of 
the  policyholders  of  the  New  York  Life  Insurance  Company. 
As  I  have  stated  above,  many  of  these  measures,  had  they 
passed,  would  practically  have  driven  the  company  out  of  busi- 
ness in  the  particular  State;  but,  in  addition,  the  tax  measures 
that  have  been  so  defeated  in  connection  with  my  work  within 
this  period  of  seven  years  shows  that  there  has  been  a  saving  to 
New  York  Life  policyholders  in  this  one  item  alone  of  over 
$2,500,000.  In  other  words,  had  these  proposed  tax  measures 
been  passed,  it  would  have  cost  the  policyholders  of  the  New 
York  Life  Insurance  Company  $2,500,000  more  than  they  have 
already  paid  within  the  period  of  seven  years.  The  company 
pays  this  year  in  the  United  States  for  taxes  and  official  fees 
about  $780,000,  which  the  proposed  legislation  would  have 
swelled  to  $1,299,000. 

I  saved  for  the  company  in  connection  with  the  Beers  claim. 
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which  marked  my  first  connection  with  it,  a  payment  of  $37,500 
a  year.  I  have  also  been  instrumental  in  defeating  the  repudia- 
tion of  municipal  bonds  in  Texas  and  Washington,  held  as  com- 
pany investments,  saving  hundreds  of  thousands  of  dollars,  and, 
unaided,  I  secured  a  credit  and  saving  of  taxes  levied  by  New 
York  State  for  the  years  1901,  1902  and  1903  upon  this  company 
of  about  $170,000.  These  are  the  only  items  I  recall,  but  I  am 
sure  there  are  a  great  many  more.  There  has  been  a  gross  sav- 
ing to  the  policyholders  of  the  company  of  upwards  of  $3,200,- 
000.  The  total  expenses  for  my  department  for  this  and  all  the 
other  work  incidental  to  it  amounts  to  $720,550.  The  net  saving 
to  the  policyholders,  therefore,  in  cash  alone  during  this  period 
amounts  to  $2,479,450.  Respectfully  submitted, 

ANDREW  HAMILTON. 
Dated  Paris,  France,  December  15,  1905. 

Republic  of  France,  City  of  Paris.  ] 

Consulate  of  the  United  States  of  America  Jss: 

Andrew  Hamilton,  being  duly  sworn,  says  that  he  prepared, 
read  and  signed  the  foregoing  letter  to  the  Board  of  Trustees 
of  the  New  York  Life  Insurance  Company,  and  that  the  several 
matters  of  account  therein  set  forth,  are  truly  and  correctly 
stated,  and  that  the  general  contents  thereof  are  true  to  the  best 
of  his  knowledge,  information  and  belief. 

ANDREW  HAMILTON. 

Subscribed  and  sworn  to  before  me  this  15th  day  of  Decem- 
ber, 1905.  HANSON  C.  COXE, 

(L.  S.)  Deputy  Consul  General  of  the  United 

States  of  America  at  Paris,  France. 
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City  Hall,  New  York  City. 

December  27,  1905. 

The  Committee  met  pursuant  to  adjournment.  Senator  Arm- 
strong in  the  chair. 

JOHN  C.  M'CALL,  resumed. 

BY  MR.  HUGHES: 

Q.  Mr.  McCall,  you  have  seen  Mr.  Hamilton?    A.  I  have,  sir. 

Q.  In  what  condition  did  you  find  him?    A.  Well,  my  opinion 
of  course  would  be  only  the  opinion  of  a  layman,  Mr.  Hughes. 

Q.  Well,  what  was  your  observation  of  it?    A.  My  own  ob- 
servation is  Mr.  Hamilton  is  in  a  very  serious  condition. 

Q.  What  brought  you  to  that  conclusion?    A.  Both  his  ap- 
pearance and  his  manner. 

Q.  Is  he  out?    A.  Yes,  sir. 

Q.  Able  to  walk  around?    A,  Well,  he  goes  out  very  seldom 
during  the  daytime,  except  to  go  to  the  doctor's. 

Q.  Able  to  travel?     A.  No,  sir,  I  don't  think  so. 
.  Q.  How  long  has  he  been  in  Paris?    A.  I  could  not  tell  you 
that,  sir. 
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O.  Have  you  any  doctor's  certificate  in  regard  to  his  condi- 
tion? A.  I  have.  I  have  only  got  one  doctor's  certificate,  al- 
though he  is  in  the  care  of  more  than  one  doctor.  That  is  the 
original  and  that  is  the  translation  of  it. 

(Two  papers  marked  Exhibits  853,  the  original,  and  854,  the 
translation.) 

Q.  How  long  were  you  in  communication  with  Mr.  Hamilton? 
A.  I  was  in  communication  with  him  from  the  time  I  arrived  in 
Paris,  which  was  at  half  past  nine  on  Saturday  until  the  time  of 
leaving  Paris,  which  was  about  six  o'clock  on  Friday.  I  did 
nothing  else  practically  in  Paris  except  to  see  him  and  to  obtain 
from  him  the  statement  which  I  have  brought  back, 

Q.  What  did  you  ask  him  for?  A.  I  don't  know  just  exactly 
what  you  mean. 

Q.  What  did  you  request  of  him?  A.  1  requested  of  him  as 
you  asked  me  to — I  asked  him  for  his  check  books  and  also  his 
checks.  He  said  he  had  none  to  produce.  He  said  his  check 
books  and  checks  related  to  his  own  personal  and  private  af- 
fairs. Before  I  had  asked  him  that  I  asked  him  if  he  was  in  a 
fit  condition  to  return  home  with  me.  He  said  he  would  like 
nothing  better  in  the  world  than  to  come  back  with  me,  in  fact 
I  postponed  my  trip — I  was  coming  back  on  Wednesday  on  the 
Kaiser  Wilhelm,  and  Mr.  Hamilton  begged  me  to  postpone  my 
sailing  until  Saturday  to  see  if  at  that  time  his  condition  would 
be  in  such  shape  as  to  permit  him  to  return.  His  physician 
would  not  hear  of  it. 
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Q.  Had  he  been  at  work  on  a  statement  before  you  arrived? 
A.  He  had  been  in  a  way.  He  had  his  plans  marked  out  and 
the  kind  of  a  statement  that  he  was  to  write,  but  he  had  not  put 
anything  on  paper. 

Q.  Did  you  take  over  to  him  any  draft  of  a  statement  which 
he  was  to  sign  ?    A.  No,  sir. 

Q.  Did  you  take  over  any  suggestions  to  him,  for  him  with 
reference  to  the  kind  of  a  statement  he  should  make?  A.  I  did 
not. 

Q.  Did  you  procure  a  statement  from  him  ?    A.  I  did,  sir. 

Q.  Did  you  assist  him  in  drafting  it?  A.  I  assisted  him  in 
this  way,  that  Mr.  Hamilton  in  making  out  his  briefs  or  any- 
thing of  that  kind  has  never  used  a  stenographer,  that  is  he  does 
not  dictate,  he  writes  his  statements  out  in  longhand.  Mr.  Ham- 
ilton would  write  the  statement  out  in  longhand  and  he  was 
only  able  to  work  about  two  hours  and  a  half  a  day — he  would 
write  out  a  statement  and  I  would  run  off  and  get  a  stenog- 
rapher to  write  it  on  a  typewriter  and  bring  it  back  to  him  for 
correction. 

Q.  Is  this  the  original  statement  that  he  prepared  and  gave 
you  (showing  witness  paper)  ?  A.  That  is  the  original  statement 
which  he  prepared  and  gave  me. 

MR.  HUGHES:  I  offer  it  in  evidence. 

Statement  marked  Exhibit  No.  855  and  read  in  evidence  by 


Mr.  Hughes. 
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MR.  HUGHES :  In  connection  with  this  I  offer  in  evidence  a 
statement  furnished  by  the  New  York  Life  Insurance  Company 
of  the  payment  for  legal  expenses  to  Judge  Hamilton,  from  Jan- 
uary 1st,  1895,  to  January  ist,  1905. 

(Paper  marked  Exhibit  No.  856.) 

(Exhibit  No.  856  will  be  found  in  the  Book  of  Exhibits.) 

MR.  HUGHES:  It  shows  the  following  aggregate  payments 
for  each  of  the  years  stated : 


189s 

■  $10,979 

1896 

40,917 

1897 

66,156 

1898 

94,205 

1899 

79.075 

1900 

92,249 

I90I 

106,309 

1902 

49,142 

To  that  is  appended :  "Paid  by  the  New  York  Security  and 
Trust  Company,  $59,310.79." 

1903  $88,226 

1904  143.577 

Q.  Where  is  the  1905  ?    A.  $12,000  in  1905. 
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MR.  HUGHES  :  In  this  connection  I  would  also  mark  for  iden- 
tification the  statement  of  the  payments  for  law  expenses  by  the 

New  York  Life  Insurance  Company,  other  than  the  payments  to 
Judgfe  Hamilton. 

(Paper  marked  Exhibit  No.  857  for  identification.) 

MR.  HUGHES :  These  payments,  according  to  the  condensed 
statement  previously  furnished  by  the  company,  amount  in  the 
year  1900  to  1905,  inclusive,  to  $1,103,920.14. 

Q.  Have  you  a  copy  of  the  statement  made  to  the  Prussian  De- 
partment relative  to  the  services  or  payments  to  Mr.  Hamilton? 
A.  No,  sir.     I  think  I  can  get  one,  Mr.  Hughes. 

Q.  You  have  a  copy  of  that  at  the  company's  office?  A.  I  am 
not  sure  about  that,  but  I  will  see. 

Q.  We  should  like  to  have  it.     A.  Yes,  sir. 

Q.  What  amount  did  you  figure  out  was  to  be  accounted  for  by 
Mr.  Hamilton  when  you  went  to  see  him  ?  A.  I  did  not  figure  out 
any  amount. 

Q.  According  to  the  statement  of  payments  to  Judge  Hamilton, 
it  appears  that  in  the  years  1899  to  1905,  has  been  paid  to  him'. 
$575,722.90;  that  in  addition  there  has  been  placed  in  his  hands 
and  charged  to  the  Home  Office  Real  Estate  Account,  $235,000; 
that  in  addition  there  has  been  paid  by  J.  P.  Morgan  &  Company, 
$59,310.79;  and  that  there  had  been  further  received  by  Mr.  Ham- 
ilton in  connection  with  the  tax  matter,  that  is  to  say,  the  litiga- 
tion over  the  law  of  1901,  relating  to  tax  on  premiums,  some  ninety 
thousand  dollars,  making  a  total  of  $955,033.69. 
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Q.  Did  you  ask  him  for  an  accounting  of  that  sum?  A.  I  did 
not  ask  him,  no,  sir ;  I  asked  him  for  a  statement  of  accounting-,  so 
far  as  he  was  able  to  give  me  one.  I  did  not  mention  any  sum  or 
sums,  but  I  wanted  him  to  give  an  account  for  every  dollar  he  had 
had  from  the  New  York  Life  Insurance  Company  as  far  as  he  was 
able  to  give  me. 

Q.  You  are  quite  aware  that  he  did  not  do  that  ?  A.  No,  sir,  I 
am  not. 

Q.  Are  you  under  the  impression  that  $720,550  covers  all  the 
money  that  Judge  Hamilton  has  received  from  the  New  York  Life 
Insurance  Company  for  the  last  six  years?  A.  I  am  not,  but  if 
you  read  the  items — he  has  not  included  in  this — he  has  not  in- 
cluded a  hundred  thousand  dollars  which  he  has  not  spent. 

O.  He  has  a  hundred  thousand  dollars  that  he  has  not  spent? 
A.  He  gives  it  here. 

0.  He  says  he  will  deposit  the  hundred  thousand  dollars,  sub- 
ject to  future  audit,  but  did  you  understand  he  had  one  hundred 
thousand  dollars  that  he  had  not  spent  ?  A.  I  understood  that  he 
had  one  hundred  thousand  dollars  of  the  two  hundred  and  thirty- 
five  thousand  dollars  they  had  advanced  to  him. 

Q.  Your  understanding  that  the  hundred  thousand  dollars  was 
not  simply  offered  to  be  placed  in  the  hands  of  the  New  York  Life 
subject  to  the  audit  of  his  accounts,  but  he  really  had  a  hundred 
thousand  dollars  which  belonged  to  the  New  York  Life  now,  ac- 
cording to  his  own  account?  A.  No,  I  did  not  understand  it  that 
way. 

Q.  Did  you  understand  that  he  had  one  hundred  thousand  dol- 
lars that  he  had  not  spent?    A.  No,  sir;  I  understood  that  he 
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turned  over  to  the  New  York  Life  Insurance  Company  a  hundred 
thousand  dollars,  to  be  acted  upon  by  the  Committee,  and  that  then 
when  those  other  special  cases  come  up  the  Committee  should  re- 
turn to  him  any  amount  of  money  they  thought  'was  due  him. 

Q.  Let  us  have  a  definite  statement  on  this.  Did  you  under- 
stand that  he  had  a  hundred  thousand  dollars  left  of  the  two  hun- 
dred and  thirty-five  thousand  dollars,  as  I  understood  you  to  say 
a  moment  ago?  A.  I  cannot  say  that.  I  don't  know  whether  I 
had  any  understanding  about  it,  or  not. 

Q.  What  led  you  to  say  what  you  did  a  moment  ago  regarding 
that?     A.  I  don't  know,  sir. 

Q.  Well,  now  it  appears  that  in  the  last  six  years A.  Let 

me  say  in  addition  to  that  you  have  put  in  there  in  regard  to  the 
eighty  thousand  dollars  that  be  received  in  the  tax  matter. 

Q.  Ninety  thousand  dollars?  A.  How  in  the  world  could  he 
account  for  that  ? 

Q.  -He  could  account  for  that,  I  suppose,  by  advising  you  that 
he  claimed  it  for  his  tax  fees.  Did  you  call  his  attention  to  the  fact 
that  you  had  ascertained  he  had  been  paid  for  his  services  in  the 
Provident  Savings  Trust  case,  and  there  was  no  basis  for  the  New 
York  Life  paying  any  amount?  A.  I  could  not  call  his  attention 
to  that  fact,  because  it  is  not  true. 

Q.  Don't  you  know  that  the  Provident  Savings  had  paid  him  for 
his  services?     A.  I  don't  know  anything  about  that. 

Q.  Haven't  you  ever  heard  of  that?    A.  Never  heard  of  it. 

Q.  Are  you  now  aware  of  any  reason  why  the  New  York  Life 
should  have  agreed  to  pay  him  any  sum  whatever  in  connection 
with  the  saving  of  taxes  in  connection  with  litigation  over  the  Law 
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of  1901  ?  A.  I  don't  see  any  reason  why  they  should  not  have 
paid  him  for  his  services. 

Q.  Why  should  he  be  paid  for  his  services  which  were  not  ren- 
dered on  their  behalf,  and  was  paid  for  by  the  Provident  Savings 
Company?  A.  My  understanding  is  the  services  were  rendered 
entirely  on  behalf  of  the  New  York  Life  Insurance  Company. 

Q.  Then  you  have  not  been  here  recently  to  hear  testimony  on 
that  point  ?  A.  Well,  I  don't  think  that  would  change  my  opinion 
whether  I  heard  it  or  not. 

Q.  Did  you  personally  have  anything  to  do  with  Mr.  Hamilton's 
retainer  in  that  matter?     A.  Not  at  all. 

Q.  You  know  nothing  about  it,  save  that  you  have  heard  ?  A. 
Nothing  at  all. 

Q.  But  treating  the  $90,000  of  the  aggregate  placed  in  Mr. 
Hamilton's  hands  as  applicable  to  that  retainer,  we  have  left,  it 
would  appear  something  like  $865,000?  A.  You  have  got  to  take 
$100,000  from  that. 

Q.  And  that  is  for  the  reason  you  deem  that  to  be  unexpended? 
A.  I  don't  know  about  that. 

Q.  We  should  not  take  it  from  that  unless  we  know  it  has  not, 
been  expended.  That  is  one  of  the  things  you  wanted  to  find  out  ? 
A.  I  don't  know  'whether  it  ever  occurred  to  me  to  find  it  out.  I 
do  not  think  he  has  attempted  to  account  for  the  $100,000  in  that 
statement  at  all. 

Q.  You  did  not  go  over  to  Mr.  Hamilton  entirely  in  the  dark  as 
to  the  amounts  for  which  he  should  render  an  accounting?  A.  I 
went  over  there  to  Mr.  Hamilton  to  get  an  accounting  for  every 
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dollar  he  had  ever  had  from  the  New  York  Life  Insurance  Com- 
pany. 

Q.  You  knew  what  he  had  had,  didn't  you  ?  A.  I  cannot  say  as 
I  did.     I  had  a  general  knowledge  of  it. 

Q.  Didn't  you  take  a  memorandum  from  the  office  of  the  sums 
he  had  had  and  of  which  you  desired  a  full  accounting?  A.  No, 
sir. 

Q.  Did  you  have  in  mind  the  $235,000  as  well  as  the  amounts 
that  had  been  paid  him  directly  for  legal  expenses?  A.  I  had  in 
mind  every  dollar — to  account  for  every  dollar  he  had  ever  got 
from  the  New  York  Life  Insurance  Company. 

Q.  Trusting  to  him  to  state  what  he  had  ?    A.  Absolutely. 

Q.  Not  taking  anything  from  the  office  to  make  as  a  basis  for 
your  demand  ?    A.  No,  sir. 

Q.  And  your  idea  now  is  that  the  difference  between  $720,000 
that  figures  in  his  account,  and  the  $865,000,  the  apparent  total  of 
the  items  mentioned  exclusive  of  the  amounts  paid  in  connection 
with  the  tax  retainer,  should  be  treated  as  in  his  hands  ?  A.  You 
mean  that  $100,000  ? 

Q.  No,  I  mean  the  difference  between  $720,00  and  $865,000. 
A.  Why,  certainly  it  is  in  his  hands  for  services  that  he  was  paid 
for. 

Q.  I  thought  we  had  deducted  everything  that  he  had  been  paid 
for?  A.  No,  he  has  been — how  in  the  world  could  I  get  an  ac- 
counting from  him  for  the  $80,000  or  $90,000  that  has  been  paid. 

Q.  I  adopted  your  suggestion  for  the  purpose  of  the  moment, 
and  deducted  that  from  the  total?  A.  I  am  glad  you  did  that. 
That  is  what  I  would  like  to  do. 
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Q.  That  still  leaves  $865,000  and  he  has  only  accounted  for 
$720,000?  A.  Then  I  think  you  wanted  to  deduct  that  $100,000 
that  he  returned. 

Q.  Has  he  returned  that?  A.  I  don't  know.  He  did  not  re- 
turn it  by  me.  All  he  said  to  me  was  that  when  this  report  was 
acted  upon  by  the  Committee  $100,000  would  be  placed  in  their 
hands. 

Q.  What  about  the  balance  of  $45,000?  A.  That  balance  of 
$45,000 — I  think  he  could  not  account  for  money  spent  in  1901, 
which  was  that  $56,000  payment;  he  only  accounted  in  that  year 
1901  for  $20,000,  which  was  the  item  that  he  collected  in  that  year, 
and  the  difference  between  that  was  money  he  had  evidently 
spent — I  forget  the  dates  of  those  notes,  only  I  have  an  idea  that 
if  those  notes  were  taken  up  at  that  time  for  the  years  1896  and 
1897,  of  course  he  could  not  account  in  the  year  1901  for  the 
moneys  he  had  spent  in  those  years.  I  think  if  you  take  from  that 
the  difference  between  $36,000  and  $39,000,  the  amount  he  re- 
ceived in  taxes  and  the  $100,000  which  he  is  to  place  in  the  Trus- 
tee's hands  in  escrow,  you  will  come  pretty  near  finding'  the  two 
out  of  the  three. 

Q.  Why  should  he  put  anything  in  the  Trustee's  hands  in 
escrow — why  shouldn't  he  pay  over?  A.  I  have  no  idea  about 
that. 

Q.  Did  you  suggest  that  to  him?  A.  I  did  not,  sir.  I  was 
working  morning,  noon  and  night  to  get  that  statement  from  him. 
He  was  able  to  work  only  about  two  hours  and  a  half  a  day. 

Q.  Did  you  ask  him  whether  the  moneys  which  he  had  received 
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from  the  New  York  Life  Insurance  Company  had  been  deposited 
in  bank  ?    A.  No,  sir ;  I  did  not. 

Q.  Did  you  call  his  attention  to  the  fact  that  the  Committee  had 
seen  transcripts  of  his  bank  accounts?  A.  I  had  no  necessity  of 
calling  his  attention ;  he  knew  it. 

Q.  He  knew  that?    A.  Yes,  sir. 

Q.  Did  he  know  the  Committee  had  traced  certain  deposits  or 
connected  certain  deposits  with  moneys  paid  him  by  the  New 
York  Life  ?    A.  Yes,  sir. 

Q.  Did  you  ask  him  how  it  was  that  if  the  moneys  had  been 
deposited  in  the  bank  he  could  draw  them  out  without  checks? 
A.  No,  I  did  not  ask  him  that  question,  but  I  don't  quite  see  what 
you  mean. 

Q.  Did  you  call  his  attention  to  the  fact  that  it  was  important 
that  he  should  show  you  his  check  book  in  order  that  you  might 
understand  that  the  moneys  had  actually  been  paid  out  for  the 
purposes  for  which  he  claimed  they  had  been  paid  ?     A.  I  did  not. 

Q.  Did  he  rely  in  his  talk  with  you  exclusively  upon  the  ground 
that  the  matter  was  so  entirely  confidential  that  the  Board  of  Trus- 
tees were  not  entitled  to  find  out  whether  he  had  actually  spent  this 
money.    A.  I  do  not  see  what  you  mean  by  that. 

Q.  Just  what  I  say.     A.  I  cannot  understand  your  question. 

Q.  Did  he  take  the  position  that  the  Board  of  Trustees  of  the 
New  York  Life  were  not  entitled  to  know  whether  in  fact  he  had 
spent  this  money  ?    A.  No,  sir. 

Q.  Then  why  did  you  not  on  their  behalf  insist  upon  the  pro- 
duction of  his  checks  and  check  books  ?     A.  I  did  insist  upon  it. 
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Q.  And  what  did  he  reply  to  your  insistence?  A.  He  replied 
that  he  had  no  checks  to  produce. 

Q.  Do  you  mean  by  that  that  they  had  been  destroyed?  A.  I 
could  not  tell  you  that. 

Q.  Did  you  ask  him  whether  they  were  in  existence  ?  A.  I  did 
not. 

Q.  Did  you  tell  him  of  our  request  that  you  should  come  back 
empowered  to  take  his  check  book  and  checks  and  submit  them  to 
the  Committee?     A.  I  did. 

Q.  What  reply  did  he  make  to  that?  A.  He  made  the  same  re- 
ply he  made  before,  that  he  had  no  checks  to  produce. 

Q.  Did  you  ask  him  what  he  meant  by  that  ?     A.  No,  sir. 

Q.  Did  you  ask  him  whether  it  was  because  he  did  not  want  to 
produce  them?    A.  No,  sir. 

Q.  Or  because  he  did  not  have  them?  A.  No,  sir;  I  did  not. 
I  did  not  ask  him  at  all. 

Q.  Did  you  acquiesce  in  his  position  that  it  would  not  be  proper 
in  view  of  his  position  that  the  whole  transaction  should  be  confi- 
dential, to  require  him  to  produce  vouchers  for  his  payments  ?  A. 
I  did  not  acquiesce  in  anything  at  all.  I  went  over  there  to  get  a 
statement.  I  did  the  best  I  could.  I  worked  morning,  noon  and 
night 

Q.  Did  you  ask  him  where  his  checks  or  check  books  were?  A. 
I  have  told  you  I  did. 

Q.  Where  did  he  say  they  were  ?  A.  He  said  he  had  no  checks 
to  produce. 

Q.  Yes,  but  did  he  tell  you  where  they  were  ?    A.  Why,  no,  sir. 

Q.  Did  you  ask  him  whether  he  had  them  in  Paris?  A.  No, 
sir ;  I  did  not. 
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Q.  Did  you  ask  to  see  them  ?    A.  No,  -sir. 

Q.  How  did  he  arrive  at  these  amounts  he  had  placed  in  this 
table,  showing  a  total  expenditure  of  $720,000?  A.  I  could  not 
tell  you  that. 

Q.  Did  he  make  any  calculations  in  your  presence  ?    A.  No,  sir. 

Q.  Did  you  ask  him  how,  without  any  checks  to  produce,  or  any 
memoranda  or  vouchers,  he  was  able  to  figure  up  the  amount  ex- 
pended by  him  ?  A.  No,  sir ;  except  that  he  told  me  he  had  kept 
under  those  headings  in  a  kind  of  a  diary  he  had  had,  the  amounts 
of  moneys  received  by  him  from  the  New  York  Life  Insurance 
Company,  and  that  he  had  entered  under  those  headings  the  dis- 
bursements he  had  made,  entered  in  that  list. 

Q.  Did  you  ask  him  to  show  that  to  you  ?    A.  I  did  not. 

Q.  Did  he  show  it  to  you?    A.  He  did  not. 

Q.  This  first  column,  under  the  head  of  retainers,  you  under- 
stood that  he  had  retained  as  his  own  compensation?  A.  Abso- 
lutely. 

Q.  The  second  column,  under  the  head  of  five  per  cent,  of  dis- 
bursements, you  understood  he  had  retained  for  his  own  compensa- 
tion?   A.  Absolutely. 

Q.  The  fifty  per  cent,  of  difference  between  the  amount  ex- 
pended and  one  hundred  thousand  dollars,  you  understood  that  he 
had  retained  for  his  own  compensation?  A.  Absolutely,  it  be- 
longed to  him. 

Q.  Making  a  total  of  those  three  items  in  the  years  1899  to  1905, 
inclusive,  of  about  a  hundred  and  sixty  thousand  dollars?  A. 
Does  it  make  as  much  as  that?     I  do  not  think  it  makes  quite  as 
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much  as  that,  about  a  hundred  and  fifty-two  thousand  dollars,  I 
should  say — yes,  about  that.. 

Q.  About  a  hundred  and  sixty  thousand  dollars  ?     A.  Yes. 

Q.  The  next  column  states  clerk  hire  and  rent,  various  sums. 
To  what  rent  did  he  refer?     A.  Rent  for  his  offices. 

Q.  What  offices?  A.  He  has  offices  in  New  York  city  and  has 
offices  in  Albany. 

Q.  And  he  has  offices  in  the  New  York  Life  Building  in  New 
York  ?  A.  Yes,  but  I  think  he  had  offices  before  that  in  the  Flat- 
iron  Building. 

Q.  When  did  he  have  offices  in  the  Flatiron  Building?     A.  I 

could  not  tell  you  that.     I  think  it  was  along  from  1902  until 

well,  I  could  not  say. 

Q.  Did  he  have  an  office  this  year  in  the  Flatiron  Building?  A. 
I  think  he  did.  I  am  not  sure  about  that.  That  is  merely  con- 
jecture upon  my  part. 

Q.  Was  he  practicing  law  for  the  New  York  Life  Insurance 
Company  in  the  Flatiron  Building  ?     A.  I  think  so. 

Q.  Did  he  not  have  an  office  in  the  New  York  Life  Insurance 
Company's  Building?     Q.  I  think  so. 

Q.  Why  should  he  have  quarters,  or  an  office,  in  the  Flatiron 
Building?  A.  I  don't  know,  sir;  I  think  that  would  be  a  proper 
question  to  ask  Mr.  Hamilton  if  he  was  here. 

Q.  Did  you  ask  him  that  ?    A.  No. 

Q.  Did  you  ask  him  what  those  items  of  rent  were  for?  A.  I 
did. 

Q.  What  did  he  tell  you  ?  A.  Rent  for  offices  and  clerks  in  the 
offices. 
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Q.  Did  you  ask  him  what  offices  he  had  rented?  A.  I  asked 
him  in  a  general  way ;  yes,  sir. 

Q.  What  did  he  tell  you  ?  A.  He  told  me  he  had  offices  in  New 
York  and  Albany. 

Q.  You  were  after  an  accounting.  What  accounting  did  you 
get  for  these  items  aggregating  a  hundred  and  twenty-four  thou- 
sand dollars  for  clerk  hire  and  rent  ?    A.  That  is  all  I  have. 

Q.  Did  you  ask  him  to  whom  he  had  paid  nine  thousand  dollars 
rent  in  1905  ?    A.  No. 

Q.  Or  did  you  ask  him  to  whom  he  had  paid  nine  thousand  dol- 
lars rent  in  1904?     A.  No,  sir. 

Q.  Does  he  pay  the  New  York  Life  Insurance  Company  rent? 
A.  I  could  not  tell  you  that,  sir. 

Q.  What  clerk  hire  has  he  ?  A.  Well,  I  could  not  tell  you  that. 
I  suppose  he  has  quite  a  number  of  clerks.  He  told  me  his  pay- 
roll for  clerks  amounted  to  about  five  hundred  dollars  a  month. 

Q.  Five  hundred  dollars  a  month?     A.  Yes,  sir. 

Q.  I  suppose  it  would  be  fair  to  say  that  the  clerk  hire  is  in- 
cluded in  these  items  each  year  appearing  each  year  according  to 
the  heading  ?     A.  Yes,  sir ;  I  suppose  so. 

Q.  So  we  do  not  know  for  the  year  1905,  how  much  was  for 
rent  and  how  much  for  clerk  hire  ?  A.  I  do  not  think  there  is  any 
separation. 

Q.  Did  you  ask  him  to  separate  them?    A.  No,  sir. 

Q.  Does  he  pay  the  wages  or  compensation  of  any  clerk  in  his 
office  in  the  New  York  Life  Building?    A.  He  pays  all  of  them. 

Q.  Does  he  pay  Mr.  Lynch  ?     A.  Absolutely, 

Q.  Is  not  Mr.  Lynch  on  the  payroll  of  the  New  York  Life?    A. 
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No,  sir ;  not  that  I  know  of.     Of  course,  that  is  a  broad  question  to 
ask  me,  but  I  don't  think  he  is. 

Q.  Let  us  see  about  that A.  There  may  have  been  a  pay- 
ment made  to  Mr.  Lynch  some  years  ago  before  Judge  Hamilton 
came  down,  but  when  Judge  Hamilton  came  down  and  took 
charge  of  that  bureau  in  1902  all  the  men  employed  up  there  were 
employed  by  him. 

Q.  What  is  the  amount  of  his  payroll  at  the  New  York  Life 
office?    A.  I  could  not  tell  you,  Mr.  Hughes. 

Q.  Did  you  ask  him  what  proportion  of  his  expenses  for  clerk 
hire  he  was  charging  in  this  account?  A.  No,  sir;  he  told  me 
that  the  average  of  his  clerk  hire  was  about  $500  a  month. 

Q.  As  a  matter  of  fact,  do  you  understand  that  this  is  all  his 
clerk  hire  or  only  a  part  of  it  ?     A.  I  think  it  is  all  his  clerk  hire. 

Q.  You  think  it  is  all  his  clerk  hire  ?  A.  Of  course,  that  is  con- 
jecture on  my  part. 

Q.  Including  the  Albany  office?     A.  I  think  so. 

Q.  And  his  Flatiron  office?    A.  I  think  so. 

Q.  Why  should  he  have  charged  against  the  moneys  received 
from  the  New  York  Life  all  his  clerk  hire?  Isn't  he  practicing 
law  for  others  ?  A.  I  don't  know  that  he  is ;  and  I  don't  know  that 
he  has  charged  all  those  against  the  New  York  Life. 

Q.  Well,  that  is  your  understanding?  A.  If  I  answered  that 
question  that  way  I  did  not  mean  to,  because  I  have  absolutely  no 
knowledge  that  those  items  for  clerk  hire  have  all  been  charged. 

Q.  He  is  in  receipt  of  a  very  large  sum  from  his  practice  inde- 
pendently of  whart  he  received  from  the  New  York  Life?  A.  I 
hope  he  is. 
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Q.  You  understand  that  he  has  received  large  sums  from  the 
other  insurance  companies  in  this  very  tax  matter  where  the  New 
York  Life  was  involved  ?    A.  I  understand  so. 

Q.  Yet  in  making  up  this  expense  list  does  he  charge  the  entire 
amount  against  the  amount  received  from  the  New  York  Life? 
A.  I  don't  know  as  to  that. 

Q.  Did  you  ask  him  how  $24,000  could  have  been  expended  m 
traveling  expenses  in  1905  ?    A.  No,  sir. 

Q.  Did  that  amount  excite  your  curiosity  ?  A.  I  thought  it  was 
a  pretty  big  amount. 

Q.  Did  you  mention  that  to  him  ?    A.  No,  sir. 

Q.  Did  you  ask  him  how  he  got  such  a  round  figure  as  $24,000 
for  1905  ?    A.  No,  sir. 

Q.  Did  you  ask  through  whom  this  had  been  disbursed?  A. 
No,  sir. 

Q.  Whether  any  part  of  his  own  traveling  expenses  was  in- 
cluded in  it?  A.  I  think  all  his  own  traveling  expenses  were  in- 
cluded. 

Q.  Did  you  ask  him  how  much  was  for  his  own  traveling  ex- 
penses ?    A.  I  did  not. 

Q.  Of  course,  he  was  not  including  any  part  of  his  traveling 
expenses  to  Europe  ?    A.  I  hope  not. 

Q.  So  it  would  be  entirely  before  July  ist?     A.  Yes,  sir. 

Q.  Did  you  ask  him  what  traveling  he  had  done  in  that  period  ? 
A.  No. 

Q.  Did  you  ask  if  he  could  sever  the  amount  paid  for  newspaper 
articles  from  those  paid  in  representation  in  other  ways?  A.  I 
did  not. 
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Q.  Well,  what  analysis,  criticism  or  examination  did  you  subject 
this  account  to  ?  A.  I  did  not  make  any,  sir.  My  duty  was  to  go 
over  there  and  get  a  statement  from  him. 

Q.  Whatever  he  gave  you  ?    A.  Whatever  he  gave  me ;  yes,  sir. 

Q.  So  you  did  not  construe  your  powers  as  broad  enough  to 
subject  him  to  any  examination  on  the  matter?  A.  I  do  not  think 
I  would  have  been  competent  to  make  any  examination  of  him  on 
the  matter. 

Q.  So  you  were  there  to  take  what  he  would  give  you  on  the 
matter?    A.  Absolutely. 

Q.  I  notice  here  in  1902  a  statement,  Daniel  E.  Lynch,  retainer, 
in  the  payroll?  A.  Yes,  sir;  that  was  probably  before  he  came 
down. 

Q.  And  Daniel  E.  Lynch,  services  ?  A.  He  was  on  the  payroll 
of  the  company  previous  to  Judge  Hamilton's  coming  down  to  take 
charge  of  the  bond  and  mortgage  bureau,  and  when  Judge  Hamil- 
ton came  down 

Q.  When  was  that  ?     A.  It  was  after  January,  1903. 

Q.  Are  the  expenses  of  the  clerk  hire  in  that  bond  and  mortgage 
bureau  included  in  this  account  ?     A.  In  which  account  ? 

Q.  This  account  of  Mr.  Hamilton's  ?     A.  Oh,  yes ;  he  pays  all. 

Q.  Although  they  relate  to  bond  and  mortgage  matters?  A. 
Yes,  sir. 

Q.  Has  he  ever  been  asked  for  a  budget  in  connection  with  his 
expenses  in  such  matters  ?    A.  I  could  not  tell  you,  Mr.  Hughes. 

Q.  'Did  you  call  to  his  attention  that  it  was  a  matter  of  consider- 
able importance  that  he  should  make  a  clean  breast  of  exactly  what 
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had  been  done  in  connection  with  his  bureau  ?  A.  I  most  certainly 
did. 

Q.  And  tell  you  how  he  had — ^to  whom  he  had  paid  the  moneys 
and  the  amounts  that  were  paid  ?    A.  Yes,  sir. 

Q.  And  he  replied  to  that  in  what  way  ?  A.  In  the  same  way 
as  he  has  in  the  statement. 

Q.  Did  you  suggest  to  him  that  it  was  not  competent  for  the 
president  to  put  any  person  in  receipt  of  moneys  from  the  insur- 
ance company  in  a  position  where  an  accounting  could  not  be  de- 
manded?    A.  No,  sir. 

Q.  Did  you  tell  him  that  the  trustees  were  entitled  to  have  an 
account  regardless  of  his  feelings  in  the  matter?  A.  I  do  not 
think  that  would  have  made  any  difference  to  him. 

Q.  So  you  have  no  knowledge  and  obtained  no  information 
from  him  other  than  is  contained  in  this  statement  ?  A.  That  is 
all,  sir. 

Q.  Have  you  in  any  other  way  ascertained  to  whom  any  of  these 
moneys  were  paid  ?     A.  No,  sir. 

Q.  Have  you  made  any  effort  ?    A.  No,  sir. 

Q.  Has  any  effort  been  made  by  the  executive  officers  of  the 
company  so  far  as  you  know?  A.  That  I  could  not  tell  you,  Mr. 
Hughes. 

Q.  So  up  to  date  this  memorandum  from  Mr.  Hamilton  is  all 
the  information  that  the  executive  officers  or  the  Board  of  Trustees 
possess  as  to  what  has  been  done  with  the  moneys  placed  in  his 
hands  ?    A.  Absolutely,  so  far  as  I  know. 

MR.  HUGHES :  That  is  all. 
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The  WITNESS:  Let  me  say  a  word,  if  you  will,  in  regard 
to  my  work  in  Paris.  I  arrived  there  and  had  a  very  bad  trip 
over,  and  was  not  feeling  particularly  well,  and  I  got  to  Paris  on 
Saturday  night,  and  was  unable  to  have  Judge  Hamilton  to  get 
to  work  on  the  statement  until  Monday,  and  it  was  a  tedious 
proceeding.  He  is  in  constant  pain  with  his  trouble.  In  addi- 
tion to  the  trouble  mentioned  in  the  certificate  he  has  got  a 
very  bad  case  of  nephritis,  for  which  he  went  to  Carlsbad  this 
summer,  and  it  is  practically  impossible  for  him  to  work  for  any 
continuous  period  at  all.  I  was  most  anxious  to  get  back  be- 
fore the  Committee  adjourned,  and  so  therefore  a  lot  of  the 
questions  you  asked  me  whether  I  interrogated  Mr.  Hamilton  or 
not  were  not  occasioned  by  any  lack  of  desire  on  my  part  to 
obtain  the  information  you  have  asked,  but  I  was  anxious  to 
get  that  statement  from  him,  and  that  was  my  chief  and  sole 
ambition. 

Q.  I  notice  that  the  statement  is  very  meagre  with  regard  to 
the  matter  of  the  moneys  paid  by  Morgan  &  Co.  A.  I  do  not 
think  he  knew  very  much  about  that. 

Q.  Well,  he  had  got  the  original  moneys  from  the  New  York 
Security  and  Trust  Company,  had  he  not?  A.  I  don't  know 
about  that.    That  was  before  my  connection  with  the  company. 

Q.  Did  you  ask  him  about  that?    A.  I  do  not  think  I  did. 

Q.  You  say  you  do  not  think  he  knew  much  about  it?  A.  He 
says  there  he  does  not  know  how  those  accounts  were  settled, 
and  that  he  did  not  know  until  he  read  it  in  the  paper  how 
those  accounts  were  taken  up. 
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Q.  Did  he  know  how  they  were  originated?  A.  I  presume 
he  did.    He  must  have. 

Q.  Did  you  ask  him  about  that  ?  A.  No,  because  that  would 
have  taken  him  back  of  the  year  1897,  and  I  do  not  think  he 
had  any  data  that  he  would  have  been  able  to  furnish  that  would 
give  the  particular  information. 

Q.  Did  he  include  in  his  report  to  the  Prussian  Government 
any  accounting  for  those  moneys  finally  paid  by  Morgan  & 
Co.,  and  originally  advanced  him  by  the  Central  Bank  and  the 
New  York  Security  and  Trust  Company?  A.  I  could  not  tell 
you  that,  Mr.  Hughes. 

Q.  It  is  hardly  possible  that  he  should  have  at  that  time  ?  A. 
I  could  not  tell  you.  I  have  not  a  clear  enough  distinction  in 
regard  to  that  Prussian  report. 

Q.  The  point  that  occurred  to  us  when  we  were  examining 
into  that  matter  the  other  day,  was  why  it  was  that  moneys 
should  be  borrowed  by  Mr.  Hamilton  for  the  purpose  of  meet- 
ing such  expenses  when  the  New  York  Life,  of  course,  had  very 
large  balances  and  was  abundantly  able  to  take  care  of  any  dis- 
bursements he  had  to  make.    A.  Yes,  sir. 

Q.  Did  you  bring  that  to  his  attention?    A.  No,  sir. 

Q.  Well,  inasmuch  as  these  amounts  were  obtained  by  him 
before  1899 A.  Yes. 

Q.  You  did  not  inquire  into  that  particularly?  A.  Not  at  all, 
no,  sir. 

Q.  Why  should  he  draw  the  line  at  1899,  other  than  the  fact 
that  he  had  made  a  report  to  the  Prussian  Government?  A.  Be- 
cause it  was  in  the  year  1899  he  started  to  keep  under  different 
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headings  the  account  he  has  stated  there.  He  had  never  kept 
any  account  in  any  other  way  until  the  time  of  the  Prussian  re- 
port, which  gave  him  the  idea  he  ought  to  keep  an  account  of 
such  items. 

Q.  I  think  the  Prussian  report  to  which  you  refer  is  in  our 
hands.  I  have  not  it  here  to  submit  to  you  for  identification.  A. 
It  is  about  nine  or  ten  pages  long.    Is  that  it? 

Q.  It  is  a  long  statement,  but  it  is  hardly  in  the  form  in  which 
I  suppose  it  was  finally  submitted,  nor  does  it  contain  anything 
in  regard  to  Mr.  Hamilton  except  the  total  amount  paid  to  him. 
A.  I  think  it  deals  entirely  with  Mr.  Hamilton  and  his  depart- 
ment. 

Q.  In  explanation  of  his  work?    A.  Yes. 

Q.  And  with  regard  to  the  measures  taken  to  defeat  ob- 
noxious legislation?    A.  I  think  so. 

Q.  Something  in  the  nature  of  this  report?  A.  I  think  so, 
yes,  sir,  it  is  a  report  nine  or  ten  pages  long. 

Q.  I  think  you  had  better  see  if  you  have  it  on  your  files. 
A.  Surely,  I  will  get  it  for  you.  In  fact  it  follows  along  very 
closely  on  the  lines  of  this  report,  Mr.  Hughes. 

Q.  I  see  in  his  statement  with  regard  to  the  notes  paid  by 
Morgan  &  Co.,  the  words,  "And  afterward  cared  for  by  the 
company  without  my  intervening,"  did  you  ask  him  for  a  more 
detailed  explanation  of  that  ?  A.  No,  sir.  I  think  it  explains  it- 
self. 

Q.  He  says  that  he  had  never  been  asked  by  the  creditors  to 
step  up  and  settle  and  that  he  was  content?    A.  Yes,  sir. 

Q.  Did  you  ask  him  how  it  was  that  these  matters  were 
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carried  for  years  without  any  suggestion  on  the  part  of  the 
banks  or  trust  companies  that  he  should  settle?  A.  No,  sir,  it 
never  occurred  to  me  to  ask  him  that. 

MR.  HUGHES:  All  right,  that  is  all. 

HENRY  D.  APPLETON,  resumed. 

BY  MR.  HUGHES: 

Q.  At  the  close  of  your  examination  on  Friday  we  were  in- 
quiring with  regard  to  the  amendment  of  Section  52  of  the 
Insurance  Law,  which  prevented  the  incorporation  of  assess- 
ment companies  as  level  premium  companies?    A.  Yes,  sir. 

Q.  I  understand  that  that  was  a  departmental  measure?  A. 
It  was,  yes,  sir.  (Producing  letter.)  There  is  the  letter  of 
May  i8th  addressed  to  his  Excellency  by  the  Superintendent 
approving  the  bill,  and  there  is  the  opinion  of  the  Attorney  Gen- 
eral, dated  January  6th,  1905,  which  was  really  one  of  our  rea- 
sons for  approving  the  bill. 

MR.  HUGtIES:  I  offer  those  in  evidence. 

(Papers  admitted  and  marked  Exhibits  858  and  859.) 

Q.  Was  it  because  of  the  receipt  of  that  opinion  that  you  fav- 
ored the  amendment  to  Section  52  providing  for  the  exclusion  in 
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the  certificate  or  certificates  of  whatever  might  be  included  in 
the  case  of  a  domestic  company  organized  under  the  laws  of  the 
State?  A.  Partially  in  consequence  of  the  receipt  of  that  opin- 
ion and  in  consequence  of  the  receipt  of  other  opinions  that  we 
have  had  from  the  prior  Attorney  General,  where  there  seemed 
to  be  certain  uncertainties  as  to  Section  52,  and  the  idea  of  the 
D  epartment  was-  that  all  things  relating  to  insurance  corpora- 
tions should  be  found  in  the  Insurance  Law  rather  than  have 
to  go  to  the  stock  corporation  law,  Section  32.  I  am  not  posi- 
tive, Mr.  Hughes,  whether  that  amendment  is  specifically  re- 
ferred to  in  the  text  of  the  Superintendent's  report  for  this  year 
or  not,  but  you  will  note  that  in  his  letter  to  the  Governor  he 
specifically  states  his  reasons  along  that  line. 

Q.  This  opinion A.  After  this  bill  was  passed  it  was  re- 
ferred to  the  Department  by  the  Governor,  and  that  is  our  ref- 
erence to  the  bill — our  recommendation  to  the  Governor  for  the 
approval  of  the  bill. 

Q.  This  opinion  of  the  Attorney  General  was  received  Jan- 
uary 6th,  1905?    A.  January  6th,  1905. 

Q.  And  when  did  you  first  propose  the  amendment  to  Section 
52?  A.  Well,  the  proposition  of  the  amendment  to  Section  52 
would  go  into  the  text  of  the  Superintendent's  report  of  this 
year.    It  would  be  some  time  probably  in  March. 

Q.  Is  there  a  reference  to  it  in  the  report  to  the  last  Legisla- 
ture, of  1905  ?  A.  Well,  I  think  there  is,  but  we  would  have  to 
have  the  fire  report. 

Q.  The  fire  report?    A.  The  fire  report.     All  recommenda- 
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tions  of  the  Superintendent  to  the  Legislature  are  put  into  the 
fire  report,  because  it  is  the  first  volume. 

Q.  Then  the  amendment  to  Section  52  providing  that  a  do- 
mestic company  in  amending  its  charter  might  include  any  pow- 
ers which  at  the  time  of  the  amendment  might  have  been  con- 
ferred by  law  upon  domestic  corporations  engaged  in  a  business 
of  the  same  general  character  was  not  suggested  by  the  Depart- 
ment at  the  instance  of  any  one  connected  with  the  Equitable 
Life  Assurance  Society?    A.  It  was  not. 

Q.  The  idea  of  that  amendment  was  originated  prior  to  the 
disclosure  of  the  Equitable  trouble?  A.  Before  any  of  the  con- 
troversies in  the  Equitable  Life  had  arisen. 

Q.  Was  the  other  amendment  of  Section  52  which  debarred 
assessment  companies  from  incorporating  under  Article  2  of 
the  Insurance  Law  recommended  by  the  Department  in  its  re- 
port to  the  Legislature?  A.  I  cannot  recollect  that  without 
looking  at  the  report. 

Q.  We  will  have  that  here  shortly.  Has  the  Insurance  De- 
partment ever  taken  the  position,  according  to  your  recollec- 
tion that  it  would  not  execute  or  act  under  legislation  that  it 
deemed  impolitic  or  unwise?  In  other  words  has  it  ever  set 
up  its  own  authorit}'  in  opposition  to  the  provisions  of  the  In- 
surance Law?  A.  That  is  rather  a  difficult  question  to  answer, 
Mr.  Hug'hes. 

Q.  Take  for  example.  Section  9  of  the  Insurance  Law,  pro- 
viding      A.  I  know  that  section. 

Q.  Probably  you  know  that  by  heart?  A.  That  is  the  sec- 
tion that  gives  the  Stiperintendent  the  right  to  refuse  admis- 
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sion  to  any  foreign  corporation  when  in  his  judgment  it  is  in 
the  best  interests  of  the  citizens  to  so  refuse.  That  places 
upon  the  Superintendent  the  responsibility  in  the  case  of  the 
application  of  any  foreign  corporation  to  give  his  certificate 
that  it  is  a  good  corporation  if  he  admits  it ;  therefore,  it  is  one 
of  the  most  onerous  responsibilities  resting  upon  the  Super- 
intendent, and  great  care  is  always  exercised  under  that  sec- 
tion. 

Q.  Now,  it  proceeds  to  say  that  the  section  shall  not  apply 
to  any  existing  domestic  insurance  corporation  or  to  fraternal 
insurance  associations  organized  on  the  lodge  syistem.  Is  your 
understanding  that  the  Department  under  the  law  has  not  the 
power  to  exclude  a  fraternal  assessment  organization  organized 
under  the  lodge  system?  A.  It  is  my  understanding  that  Sec- 
tion 9  does  not  apply  to  fraternal  organizations,  but  as  a  matter 
of  fact  the  Department  without  Section  9  has  refused  to  admit 
fraternal  organizations  when  in  its  judgment  it  was  for  the 
best  interest  of  the  citizens  of  the  State,  depending  upon  them 
to  start  mandamus  proceedings  if  necessary  against  the  De- 
partment. I  want,  if  you  will  let  me,  to  explain  the  position 
of  the  Department,  please,  Mr.  Hughes. 

Q.  Certainly.  A.  For  instance,  there  have  been  a  number 
of  fraternal  orders  organized  at  other  points,  authorizing  the 
issuance  of — transaction  of  what  is  called  the  endowrnent  busi- 
ness, the  payment  of  benefits  to  living  members.  The  experi- 
ence of  every  department  has  been  that  that  cannot  be  done. 

Q.  You  think  that  is  a  bad  thing?    A.  It  is  a  bad  thing. 
Q.  Apart  from  that,  what  is  your  authority  for  excluding 
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them?  A.  None  at  all,  except  the  protection  which  the  Su- 
perintendent thinks  he  should  give. 

Q.  Has  the  Superintendent  been  clothed  by  law  to  prevent 
the  fraternal  assessment  associations  from  doing  business? 
A.  He  has  not  been  clothed  with  any  authority  of  that  char- 
acter. 

Q.  Why  do  you  assume  to  exercise  it?  A.  It  has  been  ex- 
ercised in  the  way  I  told  you;  all  the  Superintendents  have 
deemed  it  advisable  not  to  admit  those  orders,  and  have  said 
that  if  the  orders  wanted  to  go  to  the  courts  they  could  take  us 
to  the  courts,  and  we  would  then  have  the  guarantee  of  the 
courts  for  doing  what  we  believed  to  be  absolutely  wrong. 

Q.  So  you  have  provided  yourself  with  an  extra  official  au- 
thority subject  to  the  jurisdiction  of  the  courts?    A.  We  have 

Q.  Have  you  recommended  the  Legislature  to  change  Sec- 
tion 9  so  that  you  would  be  clothed  with  the  authority  that 
you  think  you  ought  to  have  under  the  Statutes  to  exclude 
companies  not  doing  proper  business?  A.  We  have  never 
recommended  the  Legislature  in  that  way,  but  indirectly  we 
have  recommended  the  Legislature  in  another  way.  We  have 
asked  the  Legislature  to  amend  Article  7  of  the  Insurance  Law 
and  we  have  called  attention  of  the  Legislature  to  the  defects 
of  said  article. 

Q.  Why  have  not  you  recommended  that  that  little  sentence 
in  Section  9  should  be  changed  so  you  would  have  the  same  ex- 
pressed grant  of  discretion  in  the  case  of  fraternal  companies 
as  in  the. case  of  other  foreign  companies?  A.  I  cannot  an- 
swer that  question,  Mr.  Hughes,  why  we  have  not. 
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Q.  Did  you  decline  to  give  a  certificate  to  the  Security  Life 
&  Trust  Company  or  to  relicense  it?  A.  Without  the  De- 
partment records  before  me  I  cannot  answer  that  question  in 
the  way  you  ask  it.     My 

Q.  Was  that  the  company  that  had  reinsured  the  risks  of 
the  American  Union?  A.  The  Security  Trust  &  Life  Com- 
pany, its  principal  asset  consisted  of  a  certain  piece  of  realty. 
Our  Department  in  appraising  that  realty  did  not  appraise  it 
as  high  as  the  company  did.  The  result  of  it  was,  we  thought 
its  condition  was  not  satisfactory.  To  the  best  of  my  recol- 
lection the  company  did  not  make  an  application  for  its  re- 
newal license.  It  is  possible,  however,  that  we  refused  the 
renewal  license.     The  records  will  tell. 

Q.  Is  it  not  a  fact  that  the  license  was  refused  because  the 
valuation  of  that  piece  of  real  estate  was  so  low  by  the  De- 
partment that  its  capital  was  impaired?  A.  I  have  stated  to 
you,  Mr.  Hughes,  that  I  cannot  tell,  whether  it  was  refused  or 
whether  the  company  was  told  that  it  had  better  not  apply,  I 
cannot  tell.     I  can  verify  that  from  the  records. 

Q.  Do  you  know  what  that  real  estate  was  earning  at  the 
time?  A.  I  do  not.  Mr.  Hughes,  will  you  permit  me  to  make 
a  statement  at  this  point? 

Q.  Certainly.  A.  It  is  very  evident  to  me  that  you  have  not 
got  in  exact  touch  with  our  Department. 

Q.  I  am  trying  to  get  there.  A.  We  have  substantially  two 
departments.  The  Albany  office  is  the  executive  office  where 
all  correspondence  emanates  from,  where  all  valuatioaof  policy 
obligations  are  made ;  it  is  the  department  of  record.     The  New 
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York  office,  in  charge  of  Deputy  Superintendent  Hunter,  is  the 
headquarters  of  the  Examining  Board.  All  examinations,  ev- 
erything pertaining  to  an  examination,  an  appraisal  of  property^ 
the  examination  of  sufficiency  of  title,  the  examination  of  finan- 
cial condition — everything  connected  with  or  pertaining  to 
examinations  is  conducted  at  the  Albany  office 

THE  CHAIRMAN:  At  the  New  York  office  you  mean? 

THE  WITNESS :  Excuse  me,  at  the  New  York  office.  Mr. 
Hunter,  the  Deputy  Superintendent,  may  'phone  to  me  in  the 
absence  of  the  Superintendent  that  he  wants  an  appointment 
for  a  certain  company;  that  appointment  is  immediately  sent 
to  him.  The  Superintendent  may  decide  that  some  company 
should  be  examined,  when  the  appointment  is  sent  to  Mr.  Hun- 
ter. From  the  time  that  that  examination  commences  until 
its'  close  it  is  in  charge  of  Mr.  Hunter.  We  have  nothing  to 
do  with  it.  At  the  close  of  the  examination  Mr.  Hunter  may 
send  the  report  to  us,  the  original  report,  and  a  copy  for  de- 
livery to  the  company.  He  may  make  delivery  of  the  copy  of 
the  report  to  the  company  and  notify  us  that  he  has.  Then 
under  Section  39  of  the  Insurance  Law  there  is  a  hearing  had 
on  the  report.  That  hearing  is  always  before  the  Superintend- 
ent or  before  Mr.  Hunter.  And  after  the  determination  of  the 
report  the  report  is  filed.  When  the  report  is  filed,  and  com- 
pleted, then  it  comes  to  the  Albany  offices  and  rests.  Now, 
for  any  information  regarding  examinations — regarding  the 
methods  of  examinations,  the  procedure  during  examinations, 
it  is  but  fair  to  call  on  Mr.  Hunter. 
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Q.  Well,  we  have  called  on  the  Chief  Examiner  for  one?  A. 
Yes. 

Q.  We  will  have  Mr.  Hunter  a  little  later,  Now,  with  re- 
gard to  this  matter  of  licensing,  however,  is  that  attended  to 
by  the  New  York  office?  A.  The  matter  of  licensing  is  at- 
tended to  by  the  Albany  office,  sir. 

Q.  And  the  ground  for  refusing  a  renewal  of  the  license  are 
grounds  taken  and  held  by  the  Albany  office?  A.  The  grounds 
for  refusal  would  be  the  Albany  office,  or  it  might  be  some- 
thing that  Mr.  Hunter — Mr.  Hunter  might  call  attention  to 
something  in  the  company. 

Q.  Well,  it  would  be  the  Albany  office  that  would  act  final- 
ly in  the  premises?  A.  All  these  matters  are  passed  upon  by 
the  Superintendent  himself. 

Q.  And  the  Superintendent  asks  your  advice  in  regard  to  the 
matter  of  licenses,  does  he  not?     A.  Yes,  sir. 

Q.  Therefore,  we  come  back  in  the  case  of  the  Security  Life 
&  Trust  Company  to  the  report  that  was  made  by  the  New 
York  office  to  the  office  at  Albany,  and  which  led  the  office  in 
Albany — if  it  was  so  led A.  Yes. 

Q.  To  refuse  a  renewal?    A.  Yes. 

Q.  Do  you  recall  as  to  that?  A.  I  do  not  recollect  whether 
it  was  a  refusal  of  a  renewal  or  whether  the  company  did  not 
ask  for  a  renewal. 

Q.  Do  you  recall  the  ground  on  which  it  was  placed?  A. 
That  question  was  incident  to  the  valuation  of  that  realty. 

Q.  Do  you  recollect  asking  the  appraisers  for  a  return  upon 
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the  income  of  the  property  which  was  appraised  at  a  low  value? 
A.  I  do  not  recollect  that  record,  without  looking  it  up. 

Q.  I  omitted  to  ask  you  in  regard  to  the  operation  of  this 
provision  of  law  excluding  from  the  privileges  of  Section  52 
an  assessment  association.  I  call  your  attention  to  the  case  of 
the  Expressmen's  Mutual  Benefit  Association.  Do  you  know 
whether  as  a  matter  of  fact  that  association  has  a  three  per 
cent,  reserve?    A.  I  do  not. 

Q.  Do  you  know  whether  it  carries  a  larger  reserve  than 
that  required  by  the  law  with  reference  to  old  line  companies? 
A.  I  do  not. 

Q.  Do  you  know  anything  about  its  securities?    A.  I  do  not. 

Q.  Suppose  that  a  company  did,  although  an  assessment 
company,  carry  a  reserve  more  favorable  to  its  policyholders 
than  that  required  by  the  law  of  the  State,  and  suppose  it  had 
funds  sufficient  to  make  the  required  deposit,  and  was  in  a 
position  where  it  could  show  unexceptional  securities ;  would 
you  say  there  was  any  reason  for  depriving  it  of  an  opportunity 
to  organize  as  a  level  premium  company?  A.  I  would  say  that 
the  Expressmen's  can  organize  as  a  level  premium  company, 
not  as  a  mutual  company,  under  the  Act  of  1903.  I  would  say 
that  because  you  have  got  one  Expressmen's  which  you  might 
desire  to  take  care  of,  that  that  is  no  reason  for  leaving  the 
door  open  for  a  lot  of  others  who  might  be  driven  in,  not  Ex- 
pressmen's. I  would  say  that  the  experience  of  the  Depart- 
ment has  clearly  demonstrated  that  nothing  but  disappointment 
comes  to  the  policy  or  certificate  holder  who  has  stayed  in  an 
assessment  company  even  though  it  reincorporates. 
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Q.  And  what  do  you  think  of  the  fate  of  the  policyholder  who 
remains  with  an  assessment  company  that  does  not  reincor- 
porate? A.  I  don't  think  the  policyholder  who  remains  with 
the  assessment  company  that  does  not  reincorporate  is  going 
to  have  any  different  fate  than  if  it  reincorporated. 

Q.  So  that  as  far  as  your  sympathy  for  the  policyholder  is  con- 
cerned, they  are  about  in  like  case  ?  A.  My  sympathy  with  the 
policyholders  is  always  sympathy.  I  did  everything  I  could  in 
every  instance  to  protect  the  policyholders. 

Q.  We  appreciate  that,  but  I  mean  to  say  that  the  policy- 
holders are  in  like  case  in  both  instances,  in  your  judgment? 
A.  Well,  I 

Q.  But  occasionally  there  would  be  a  company  that  could  pull 
itself  into  a  condition  where  it  could  do  an  old  line  business,  a 
mutual  company  with  adequate  reserves,  and  I  fail  to  see  from 
anything  you  state,  that  it  should  not  have  the  opportunity  to  do 
so.  A.  It  has  got  the  opportunity ;  it  has  got  the  opportunity  of 
reincorporating  under  Article  lo  of  the  Insurance  Law.  Article 
lo  is  still  in  existence. 

Q.  You  mean  the  Stipulated  Premium  Law  ?  A.  I  mean  the 
Stipulated  Premium  Law. 

Q.  You  have  referred  to  Article  lo,  which  is  the  Stipulated 
Premium  Law  provision — you  mean  that  you  do  not  ?    A.  I  do. 

Q.  I  would  like  to  read  you  a  letter  received  by  the  Commit- 
tee, or  that  portion  of  it  which  relates  to  the  Stipulated  Premium 
Act,  from  the  Hartford  Life  Insurance  Company: 
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November  25th,  1905. 

"Hon.  W.  W.  Armstrong, 

"52  Broadway,  New  York  City. 

"Dear  Sir : — Herewith  we  enclose  statement  which  we  believe 
gives  you  such  information  as  you  request  in  your  favor  of  the 
i8th  instant.  The  business  written  in  your  State  since  1899, 
when  the  company  began  the  issuing  of  legal  reserve  business, 
exclusively,  has  been  very  small  in  amount.  During  1904  and 
1905  there  have  been  issued  only  thirty-eight  policies,  and  a  por- 
tion of  those  were  revivals,  or  transfers.  We  have  not  main- 
tained an  agency  force  in  your  State  to  write  business  since  1899. 
We  write  a  full  legal  reserve  policy,  the  same  as  all  old  line 
companies,  but  our  license  in  your  State  is  under  the  Stipulated 
Premium  Act,  because  of  the  fact  that  we  are  still  carrying  a 
volume  of  our  safety  fund  business,  whose  form  of  license  is  so 
great  a  handicap  to  the  securing  of  new  business  that  we  have 
considered  it  unwise  to  attempt  writing  new  business  under 
these  conditions." 

Q.  What  do  you  think  of  the  advantages  of  the  Stipulated 
Premium  Law  in  the  light  of  a  statement  like  that?  A.  Well,  I 
know  there  is  correspondence  on  file  in  the  department  at  Al- 
bany in  reference  to  that  particular  compfny.  I  know  that  that 
company  was  originally  in  the  State  of  New  York  as  a  regular 
company ;  that  it  afterward  changed  to  an  assessment  company ; 
that  it  changed  back  to  an  old  line  company.  That  as  an  assess- 
ment company  it  had  a  Ucense  to  do  business  in  this  State  and  it 
asked  for  a  license  as  an  old  line  company,  and  after  giving  the 
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matter  most  careful  consideration,  as  will  be  shown  by  the  de- 
partmental correspondence,  the  Superintendent  giving  it  a  per- 
sonal hearing  himself,  he  told  the  company,  that  they  would  be  re- 
licensed  to  transact  business  in  New  York  State  as  a  stipulated 
premium  company  and  not  as  a  regular  life  company,  for  the 
reason  that  the  greater  the  volume  of  their  business,  or  greater 
percentage  of  their  business  was  assessment  business.  That  rec- 
ord is  on  file ;  I  cannot  carry  all  the  details  in  mind ;  that  is  sub- 
stantially the  situation. 

Q.  The  point  I  am  directing  your  attention  to  is  the  embar- 
rassment of  a  company  apparently  in  getting  new  business  that 
takes  a  license  under  the  Stipulated  Premium  Law.  Are  you  ac- 
quainted with  that  ?  A.  I  cannot  say  that  I  am  acquainted  with 
the  embarrassment  of  the  company,  Mr.  Hughes. 

Q.  This  is  in  answer  to  the  suggestion  that  it  is  not  necessary 
to  enable  an  assessment  company  to  take  advantage  of  the  privi- 
leges of  Section  52,  because  it  has  the  opportunities  of  Article  10, 
to-wit,  the  Stipulated  Premium  Law?    A.  Yes. 

Q.  Now,  it  would  seem  from  this  that  a  company  taking  ad- 
vantage of  Article  10,  is  not  in  a  very  good  position  to  obtain ' 
new  business  ?  A.  Well,  of  course,  that  is  one  of  the  questions 
that  is  subject  to  argument,  and  subject  to  review;  but  the  De- 
partment cannot  always  have  everything  it  wants.  The  Depart- 
ment, in  recommending  the  Stipulated  Premium  Law,  recom- 
mended what  it  believed  to  be  something  that  would  be  helpful, 
a  middle  ground  insurance.  Whether  we  have  succeeded  or 
not,  I  don't  know.  All  legislation  is  a  matter  of  trial ;  we  do  not 
pretend  to  be  infallible. 


5916 


Testimony  of  Henf;y  D.  Appleton 

Q.  Do  you  know  whether  under  the  laws  of  the  State  a  stock 
company,  subject  to  Article  2,  can  do  an  assessment  business? 
A.  I  cannot  answer  that  question. 

Q.  Do  you  know  of  any  prohibition  in  the  law  which  prevents 
it  from  doing  such  a  business?  A.  I  don't  think  there  is  any! 
prohibition  in  the  law. 

Q.  Do  you  know  that  the  Security  Mutual  got  out  from  under 
the  provisions  of  the  Stipulated  Premium  Law  and  reincorpor- 
ated to  avoid  the  disadvantages  that  attended  it  while  it  was 
under  that  law?  A.  I  know  that  the  Security  reincorporated, 
first  reincorporated  under  lo,  then  reincorporating  under  2 ;  and 
I  know  that  the  explanation  that  was  made  by  the  officers  of  the 
Security  for  the  second  step  was  that  the  Stipulated  Premium 
Law  had  been  discounted  by  passing  so-called  stipulated  pre- 
mium laws  at  other  points,  which  had  none  of  the  safeguards  of 
the  New  York  law. 

Q.  I  call  your  attention  to  the  provisions  of  Section  214,  being 
a  portion  of  Article  6,  and  to  that  part  of  the  Section  which  is  as 
follows : 

"This  article  shall  not  prevent  any  corporation,  association 
or  society,  authorized  to  do  business  hereunder,  from  paying  out 
of  surplus  accumulations  or  reserve  funds  to  its  members,  such 
ratable  cash  dividends  or  crediting  on  assessments  such  ratable 
sums  as  they  are  now,  or  may  hereafter  become  entitled  to  by 
the  terms  of  the  contracts,  provided  that  nothing  contained  in 
this  article  shall  be  construed  to  permit  any  contract  promising 
any  fixed  cash  payment  to  any  living  certificate  or  policyholder, 
unless  such  corporation,  association  or  society  shall  have  depos- 
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ited  the  sum  of  one  hundred  thousand  dollars  with  the  Insurance 
Department  of  the  State  and  the  Superintendent  has  certified 
to  that  effect." 

Do  you  recall  the  controversy  that  came  up  with  the  Bankers 
Life,  with  regard  to  the  application  of  that  section?  A.  I  do  not 
recall  any  controversy  with  reference  to  that  section ;  no,  sir. 

Q.  Do  you  recall  that  the  Bankers  Life  was  criticised  for  is- 
suing policies  promising  cash  surrender  values?  A.  I  recall 
that  fact. 

Q.  Do  you  recall  that  the  Bankers  Life  requested  an  oppor- 
tunity to  make  a  deposit  of  one  hundred  thousand  dollars  and 
permission  was  refused?  A.  I  do  not  recall  the  fact  in  that 
way,  no,  sir. 

Q.  What  do  you  recall  in  regard  to  their  desire  to  deposit  one 
hundred  thousand  dollars,  if  anything,  in  order  to  avail  them- 
selves of  the  privileges  of  that  section?  A.  I  do  not  recall  the 
details  in  reference  to  any  tender  on  the  part  of  the  Bankers 
Life  to  make  a  deposit  under  that  section. 

Q.  Do  you  make — do  you  use  the  word  "tender"  in  a  technical 
way  ?    A.  No,  I  do  not  want  to  be  technical  at  all. 

Q.  You  mean  an  offer,  any  proposition?  A.  Any  proposi- 
tion. If  you  will  permit  me,  as  you  have  referred  to  the  Bankers 
Life — I  have  a  very  brief  statement. 

Q.  Regarding  that  whole  matter?  A.  Regarding  the  matter, 
which  I  should  like  to  present. 

Q.  Yes,  we  will  take  it  and  offer  it  in  evidence.  A.  You  can 
offer  that  evidence  also  (referring  to  another  paper).  It  is  not  a 
complete  record.    That  letter  is  addressed  to  the  Bankers  Life. 
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(Papers  marked  respectively  Exhibits  Nos.  860  and  861,  and 
read  by  Mr.  Hughes.) 

Q.  Apparently,  your  Department  had  no  difficulty  in  express- 
ing itself  forcibly  when  it  wished  to.  Now,  I  call  your  attention 
to  these  positions  that  are  taken.  You  say  that  under  the  pro- 
visions of  their  existing  constitutions,  Class  B  members  had  none 
of  the  rights  accorded  to  Class  A,  and  the  result  had  been  a  vio- 
lation of  the  spirit  of  the  insurance  law. 

Then  the  Superintendent  goes  on  to  say : 

"This  constitution  must  be  amended  at  the  annual  meeting 
to  be  held  in  January  coming." 

Q.  What  provision  of  law  authorized  the  Superintendent  to 
direct  that  the  constitution  must  be  amended  at  the  next  meet- 
ing? A.  The  general  provision  of  law  that  the  Superintendent 
is  supposed  to  safeguard  and  protect  the  policyholders.  The  re- 
sults that  are  therein  set  forth  are  shown  by  reports  of  examina- 
tions of  the  examiners  of  the  Department  on  file. 

Q.  So  that  even  to  the  extent  of  requiring  a  change  in  the  con- 
stitution the  Department  has  considered  itself  as  qualified  and 
competent  to  protect  the  interests  of  policyholders?  A.  In  a 
case  of  that  character  and  shown  specifically  by  the  examiner's 
report. 

Q.  It  is  further  stated  "It  is  made  most  apparent  to  me  that 
an  effort  has  been  made  on  the  part  of  the  management  of  your 
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corporation  to  divert  trust  funds  belonging  to  a  particular  class 
to  the  general  funds  or  assets  of  the  company."  The  Superin- 
tendent says  he  refers  to  the  permanent  fund.  And  he  proceeds 
to  discuss  the  fund.  A.  That  is  a  detail  that  I  do  not  carry  in 
luiiid.    The  report  speaks  for  itself. 

Q.  Do  you  know  whether  the  courts  afterwards  decided  that 
the  fund  referred  to  belonged  to  the  general  fund  of  the  com- 
pany?   A.  I  do  not. 

Q  Do  you  know  whether  or  not  that  fund  is  now  in  the  gene- 
ral fund  of  the  company  ?    A.  I  do  not. 

Q.  Have  you  advised  yourself  as  to  the  question  whether  this 
position  taken  by  the  Department  was  adhered  to?  A.  I  have 
not. 

Q.  Or  has  been  abandoned?    A.  I  have  not. 

Q.  Do  you  know  anything  about  the  matter?  A.  My  memo- 
randum, Mr.  Hughes,  is  a  statement  of  fact?  Since  this  matter 
was  first  called  to  my  attention  on  Saturday  I  hastily  looked  it 
over  and  I  have  set  forth  before  you — I  have  not  had  an  oppor- 
tunity to  look  it  over;  the  matter  is  a  matter  of  record  on  the 
Department  files. 

Q.  Is  the  fund  in  question  included  in  the  liabilities  of  the 
company  according  to  its  report  (showing  witness  book)  ?  A. 
I  cannot  answer  that  question. 

Q.  You  don't  know  anything  about  the  matter  personally? 
A.  I  don't  know  anything  about  that,  sir. 

Q.  Well,  after-the  Department  had  taken  this  position  in  Mr. 
Payn's  letter,  who  in  the  Department  was  charged  with  the  duty 
of  keeping  track  of  the  matter  and  requiring  the  evidence  to  be 
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furnished  called  for  by  the  Superintendent's  letter?  A.  Well, 
the  matter  was  a  matter  that  was  pending  for  some  few  months 
after  the  Superintendent's  letter.  In  the  fall  of  that  year  the 
company  reincorporated  under  the  provisions  of  Chapter  690  of 
the  Laws  of  1893,  paying  in  a  capital  stock  of  $100,000,  and  to 
the  best  of  my  recollection  everything  at  that  time  was  a  clean 
bill  of  health  and  straightened  out  the  troublesome  questions 
and  the  incorporating  as  a  regular  company  under  Chapter  690, 
Laws  of  1893,  all  of  the  questions  we  raised  in  reference  to  the 
character  of  their  contract  was  taken  care  of,  because  they  had 
the  right;  but  you  cannot  expect  me  to  carry  in  mind  all  of 
those  details. 

Q.  Oh,  no.  A.  And  I  have  not  them  in  mind.  I  have  tried  to 
be  frank  with  you. 

Q.  I  merely  want  to  get  what  you  do  recall.  '  I  suppose  it  was 
a  matter  of  some  importance  and  as  to  which  the  policy  of  your 
Department  might  be  in  mind?  A.  I  have  tried  to  give  you  a 
fair  and  full  statement  in  a  very  hurried  way. 

Q.  The  particular  instance  is  not  so  important  as  the  general 
attitude  of  the  Department  towards  certain  questions.  Here  is 
a  third  matter  referred  to  by  the  Superintendent.  He  says  "the 
policy  contracts  now  in  use  are  not  policies  which  can  properly 
be  written  by  an  assessment  life  insurance  corporation,"  and  he 
proceeds  to  say  "the  policy  contracts  must  be  amended  so  as  to 
meet  with  the  approval  of  this  Department  or  I  will  be  compelled 
to  take  action  of  a  character  which  will  be  detrimental  to  your 
management  and  will  necessarily  prejudice  your  company  before 
the  insuring  public."    Now  the  Superintendent  has,  in  fact,  been 
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in  a  position  where  an  insurance  company  had  to  meet  his  wishes 
with  regard  to  forms  of  policies,  has  it  not?  A.  In  this  instance, 
yes,  sir. 

Q.  What  is  true  in  this  instance  is  true  in  any  instance  where 
a  company  uses  a  misleading  and  ambiguous  and  deceptive  or 
improper  form  of  policy  contract  ?  A.  I  do  not  agree  with  you 
in  your  contention  for  one  moment,  Mr.  Hughes. 

Q.  How  would  the  Superintendent  be  able  to  take  action  of  a 
character  detrimental  to  the  management  of  the  Bankers  or  that 
would  prejudice  the  Bankers  before  the  insuring  public  because 
of  the  character  of  their  policies,  and  could  not  take  the  same 
action  where  any  insurance  company  issued  policies  with  decep- 
tive and  ambiguous  provisions  such  as  were  likely  to  ensnare  the 
unwary  policyholder?  A.  Do  you  want  my  statement  in  refer- 
ence to  that,  Mr., Hughes? 

Q.  Yes.  A.  The  company  in  question  is  an  assessment  com- 
pany. It  cannot  write  any  policy  agreeing  to  pay  a  definite 
amount  of  insurance  for  a  fixed  or  definite  premium.  It  has  got 
to  incorporate  in  its  policy  contracts  a  safety  clause  provision  to 
show  the  policyholders  what  they  are  getting.  The  Bankers' 
Life  are  issuing  a  contract  so  carefully  worded  that  the  ordinary 
insurer  does  not  know  that  the  safety  clause  provision  is  in  the 
contract;  therefore  they  are  violating  the  provisions  of  the  in- 
surance law  as  interpreted  by  the  Attorney  General,  Sections  207 
and  210.  There  is  a  definite  provision  in  the  law.  There  is  no 
such  definite  provision  in  the  law  applicable  to  a  regular  life  com- 
pany. A  regular  life  company  can  issue  such  a  contract  as  it 
may  elect ;  it  has  got  to  maintain  the  reserve  provided  for  under 
Section  84 — and  that  is  the  position. 
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Q.  Did  you  allege  in  this  letter  that  they  had  put  a  safety 
clause  provision  in  ambiguous  or  uncertain  terms?  A.  Yes,  sir, 
I  think  there  is  some  reference  of  that  character. 

Q.  On  the  contrary,  the  letter  seems  to  say: 

"We  recognize  the  safety  clause  provision  as  being  ample  to 
enable  the  call  of  extra  premiums  or  assessments,  or  to  increase 
the  premium  or  assessment  rate,  in  the  event  of  the  present  rate 
being  insufficient ;  at  the  same  time  there  are  features  in  connection 
with  these  policies  which  do  not  belong  to  assessment  insurance." 

Now,  the  point  was  that  they  had  included  cash  surrender 
values — tliat  was  it,  wasn't  it?    A.  I  think  that  was  the  point. 

Q.  Now,  what  action  did  you  take  to  prevent  other  companies 
from  putting  their  safety  clause  or  their  power  to  increase  assess- 
ments in  such  dubious  or  ambiguous  provisions  that  the  ordinary 
policyholder  would  not  detect  them?  A.  I  think  in  every  single 
instance  where  the  Department's  attention  was  called  to  a  com- 
pany attempting  to  pay  cash  surrender  value,  or  not  having  a 
safety  clause  provision  in,  that  the  Department  addressed  the 
company  and  told  them  that  they  must  have  the  safety  clause  pro- 
vision in. 

Q.  Now,  have  you  addressed  yourself  to  the  supervision  of 
policies  in  any  other  cases  than  where  the  question  of  the  safety 
clause  provision  in  assessments  policies  has  been  up?  A.  Well, 
there  have  been  some  questions. 

Q.  Take  these  guaranty  gold  bonds  that  we  hear  of — have  you 
addressed  your  attention  to  those?  A.  Mr.  Hughes,  we  have 
never  questioned  a  policy  contract  written  by  a  regular  life  com- 
pany which  has  the  right  to  issue  a  contract  agreeing  to  pay  a 
definite  amount  for  a  fixed  or  definite  premium. 
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Q.  So  that  in  all  the  old  line  companies  and  the  very  large 
companies  you  have  never,  and  the  Superintendent  has  never, 
said  that  he  would  be  compelled  to  take  action  which  would 
necessarily  prejudice  the  company  before  the  insuring  public  if 
they  do  not  revise  their  policies?  A.  He  certainly  has  not,  be- 
cause he  has  got  no  such  right  in  the  law,  while  in  the  case  in 
point  he  has  the  right  in  the  law.  The  defect  is  not  the  Super- 
intendent; it  is  the  defect  of  the  Insurance  Law. 

Q.  So  that  the  point  was  in  the  particular  case  of  the  assess- 
ment contract,  that  he  thought  he  had  a  ground  under  the  law 
to  take  advantage  of  it  ?    A.  Will  you  let  me  make  a  statement  ? 

Q.  You  are  making  them  all  the  time;  go  on  and  make  an- 
other. A.  Up  until  1892  an  assessment  corporation  did  not  write 
a  contract  in  definite  amount ;  it  was  merely  what  they  collected. 
In  1892  Section  210  was  put  in  the  law,  requiring  them  to  write 
a  contract  for  a  definite  amount,  and  making  them  liable  for  the 
fixed  amount.  The  Attorney-General  interpreted  that  section  as 
requiring  the  safety  clause  provision,  and  from  that  time  on  we 
have  endeavored  to  see  to  it  that  all  the  assessment  contracts  writ- 
ten should  contain  that  safety  clause  provision,  as  that  is  a  direct 
mandate  of  the  law. 

Q.  Did  you  supervise  the  way  in  which  it  was  put  in,  or  were 
you  simply  content  with  what  you  deemed  to  be  its  legal  suffici- 
ency ?  A.  Well,  we  attempted  to  a  certain  degree  to  supervise  the 
way  it  was  put  in. 

Q.  Did  you  do  that  in  the  Mutual  Reserve  ?  A.  In  the  case  of 
the  Mutual  Reserve? 

Q.  Yes.  A.  Every  contract  of  the  Mutual  Reserve  has  got 
the  safety  clause  provision  in. 
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Q.  Undoubtedly,  but  did  you  suggest  to  them  the  way  in  which 
it  should  be  put  in,  so  that  no  one  could  be  deceived,  or  suppose 
that  premiums  stated  on  the  first  page  were  the  only  premiums 
they  would  have  to  pay  ?  A.  I  have  no  recollection  that  we  ever 
attempted  to  review  the  contracts  of  the  Mutual  Reserve  from 
that  standpoint,  and  yet  we  may  have. 

Q.  What  I  want  to  get  at  is  this :  Is  the  power  of  the  Super- 
intendent, his  practical  authority  under  the  law,  sufficient  to  enable 
him  to  say:  "You  cannot  put  out  a  policy  of  that  description 
with  that  deceptive  language,  or  that  provision  tucked  off  in  some 
minor  paragraph,  without  my  taking  action  which  will  be  detri- 
mental to  your  management  and  will  necessarily  prejudice  your 
company  before  the  insuring  public?"  A.  Unfortunately  it  has 
not.  The  reason  in  the  case  of  the  Empire  Life  that  you  are  now 
discussing 

Q.  The  Bankers'.  A.  There  were  reports  before  the  Superin- 
tendent calling  his  particular  attention  to  those  conditions. 

Q.  So  you  think  he  is  really  not  armed  with  power  generally 
to  supervise  policies  ?  A.  He  has  not  got  the  power  he  should 
have  in  that  particular  at  all,  sir. 

Q.  They  ought  all  to  be  submitted  to  him,  and  no  form  should 
be  allowed  without  that — is  that  your  idea?  A.  I  stated  to  you 
Friday  my  personal  belief  was  that  the  time  had  arrived  when  we 
should  have  standard  life  policies.     That  covers  it. 

(Recess  until  2:30  P.  M.) 
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HENRY  D.  APPLETON,  resumed. 

BY  MR.  HUGHES : 

Q.  It  is  further  stated  in  Mr.  Payn's  letter  of  December  23, 
1898,  that  until  the  Bankers'  Company  had  relieved  the  situation 
by  conforming  to  some  of  the  suggestions  contained  in  the  letter 
he  did  not  feel  that  he  would  be  warranted  in  giving  what  might 
be  considered  as  a  quasi  approval  of  past  methods  which  would 
apparently  follow  his  permission  for  reincorporation.  What 
right  had  the  Superintendent  to  refuse  permission  for  reincorpo- 
ration if  the  statute  was  complied  with  ?  A.  The  statute  express- 
ly provides  that  they  can  only  reincorporate  with  the  Superin- 
tendent's permission. 

Q.  The  Superintendent  interpreted  that  to  mean  that  he  can 
require  any  change  in  the  management  of  the  affairs  of  the  com- 
pany that  seemed  to  him  just?  A.  That  was  the  interpretation  at 
that  time,  sir. 

Q.  And  then  these  were  matters  that  were  referred  to  in  the 
letter  with  regard  to  the  past  conduct  of  business  such  as  would 
have  been  affected  by  reincorporation  under  Article  X.?  A. 
Well,  I  don't  remember  all  of  the  details,  just  what  the  matters 
were,  Mr.  Hughes.     At  the  time  that  matter  was  up  it  was  so 
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considered  by  the  Department  as  expressed  in  the  Superintendent's 
letter. 

Q.  Was  it  eventually  permitted  to  reincorporate  without  any 
changes  such  as  had  been  suggested?  A.  It  eventually  did  re- 
incorporate under  the  Act  of  1893,  the  provisions  of  Chapter  690 
of  the  Laws  of  1893,  which  gave  it  powers  that  it  did  not  have 
under  its  original  articles  of  association. 

Q.  Would  it  not  have  had  some  of  those  powers  under  the 
stipulated  premium  law  included  in  Article  X.?  A.  It  would 
have  had  some  of  those  powers  under  the  stipulated  premium  law 
included  in  Article  X.,  yes,  sir. 

Q.  Did  it,  as  a  matter  of  fact,  make  any  of  the  changes  which 
were  proposed  by  the  Superintendent  in  this  letter?  A.  As  a 
matter  of  fact  I  cannot  answer  that  question  without  going  to  the 
records. 

Q.  Are  you  now  able  to  recall  whether  on  the  receipt  of  this 
communication  or  in  connection  with  the  matters  that  were  pend- 
ing before  the  Department  the  Bankers'  did  say  that  they  were 
ready  to  put  up  $100,000,  and  obtained  the  benefits  mentioned 
under  Section  214?  A.  I  cannot  answer  that  question  without 
an  examination  of  the  records,  which  I  have  not  made. 

Q.  You  have  no  recollection  upon  the  subject?  A.  I  have  no 
recollection  upon  the  subject. 

Q.  Did  you  tell  Mr.  Morgan  that  the  Department  would  not 
permit  the  deposit  of  $100,000,  and  that  he  would  be  compelled  to 
resort  to  mandamus  proceedings  in  order  to  require  such  a  de- 
posit to  be  accepted?  A.  I  have  no  recollection  of  it — if  I  told 
Mr.  Morgan  anything  in  that  way 
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Q.  Did  you  tell  Mr.  Morgan  that  it  didn't  make  any  difference 
what  the  statute  said  that  he  could  not  compel  the  Department  to 
accept  the  deposit  unless  he  resorted  to  the  courts?  A.  I  have 
no  recollection  of  telling  Mr.  Morgan  that  in  that  manner,  sir. 

Q.  Or  that  in  substance  in  any  manner?  A.  What  interpreta- 
tion Mr.  Morgan  may  have  placed  upon  what  I  told  him  in  refer- 
ence to  Section  214  I  cannot  tell.  I  told  Mr.  Morgan  that  the 
deposit  of  $100,000  provided  for  in  Section  214  was  considered 
by  the  Department  in  the  nature  of  special  legislation,  not  run- 
ning to  all  other  companies;  that  Section  214  was  amended  as  I 
recollected  sometime  in  1885,  when  that  provision  was  put  in — 
that  provision  was  put  in  for  the  express  purpose  of  enabling 
the  Mutual  Reserve  Life  to  meet  its  maturing  bonds — ^not  its 
bond  statement.  The  bonds  were  issued,  and  there  was  no  pro- 
vision in  the  Insurance  Law  for  the  payment  of  any  cash  benefits 
to  Hfe  members ;  in  fact  there  was  an  express  provision  that  they 
could  not  pay  such  benefits,  and  Judge  Ruggles,  who  was  then 
Deputy  Superintendent  of  Insurance,  favored  that  amendment  so 
as  to  enable  the  Mutual  Reserve  to  meet  those  bonds,  and  the 
word,  as  I  remember  it,  in  that  Section  214  is  for  existing  con- 
tracts, and  the  Department  construed  that  word  existing  contracts 
to  apply  to  contracts  existing  at  the  time  that  amendment  was 
made.  Mr.  Morgan's  desire  in  making  that  deposit  of  $100,000 
with  our  Department  was  so  that  his  company,  the  Bankers'  Life, 
would  be  enabled  to  pay  cash  dividends,  and  it  was  our  judgment 
that  they  could  not  even  though  they  made  a  deposit  pay  the 
ca:sh  dividends. 

Q.  And  that  you  told  him  in  substance?  A.  That  is  what  I 
told  him  in  substance. 
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Q.  So  that  in  substance  you  told  him  you  would  not  recognize 
even  though  a  deposit  were  made,  the  right  of  the  company  to 
pay  cash  dividends  under  that  section  ?  A.  That  is  the  substance 
of  what  I  told  him. 

Q.  Now,  was  there  any  provision  of  law  outside  of  Section  214 
which  prevented  a  company  like  the  Bankers'  from  paying  cash 
dividends?    A.  Yes,  sir^  if  you  will  look  at  Section  201 

MR.  DAWSON:  You  are  thinking  of  205. 

THE  WITNESS  :  No,  I  am  not  thinking  of  205,  Mr.  Dawson, 
at  all.  There  is  a  provision,  I  think,  in  Section  201,  that  they 
cannot  pay  by  reason  of  having  attained  a  certain  age — there  is 
a  provision  in  the  statute. 

Q.  Just  read  the  provision  that  you  refer  to.  You  have  the 
statute  before  you?     A.  I  am  trying  to  locate  the  provision. 

MR.  DAWSON:  In  201,  is  it? 

THE  WITNESS :  I  was  under  the  impression  it  was  in-  201 
— "and  not  by  reason  of  having  attained  a  certain  age." 

MR.  DAWSON :  You  better  read  the  whole  of  it  so  as  to  get 
the  inference  out  of  it. 

MR.  HUGHES :  Just  read  the  provision  to  which  you  refer. 
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THE  WITNESS:  "Any  such  corporation,  association  or  so- 
ciety which  issues  any  certificate,  policy  or  other  evidence  of  in- 
terest to  or  makes  any  promise  with  its  members  whereby  upon 
the  sickness  or  other  physical  disability  of  a  member  and  not  by 
reason  of  having  attained  a  certain  age."  Now,  we  always  con- 
strued that  provision  as  running  to  the  whole  section  both  of  Hfe 
and  to  casualty,  that  no  assessment  corporation  could  pay  cash 
dividends. 

Q.  Did  you  interpret  the  amendment  of  Section  214  to  permit 
the  Mutual  Reserve  Fund  Life  Association  to  pay  cash  divi- 
dends?    A.  Yes,  sir,  it  was  passed  for  that  express  purpose. 

Q.  Then  your  point  was  that  the  provision  of  Section  214 
while  it  did  apply  to  existing  assessment  cprporations  only  gov- 
erned existing  contracts?  A.  That  was  the  way  I  had  always 
supposed  it  was  intended  to  be  drawn  by  Judge  Ruggles. 

Q.  This  section  is  as  follows :  "This  article  shall  not  prevent 
any  corporation,  association  or  society  authorized  to  do  busi- 
ness hereunder  from  paying  out  of  surplus  accumulations  or  re- 
serve funds  to  its  members  such  ratable  cash  dividends  or  cred- 
iting on  assessments  such  ratable  sums  as  they  are  now,  or  may 
hereafter  become  entitled  to  by  the  terms  of  their  contract,  pro- 
vided that  nothing  contained  in  this  article  shall  be  construed 
to  permit  any  contract  promising  any  fixed  cash  payment  to  any 
living  certificate  or  policyholder  unless  such  corporation,  asso- 
ciation or  society  shall  have  deposited  the  sum  of  $100,000  with 
the  Insurance  Department  of  the  State  and  the  Superintendent 
has  certified  to  that  effect."     Now,  what  is  there  in  that  that 


S930 


Testimony  of  Henry  D.  Appleton 

limits  it  to  existing  contracts?  A.  Well,  that  was  the  interpre- 
tation that  the  Department  placed  upon  it. 

Q.  Do  you  seriously  contend  that  is  your  interpretation  of 
the  law?  A.  I  seriously  contend  that  I  would  not  make  any 
other  interpretation  of  the  law  without  a  court  adjudication,  sir. 

Q.  I.  call  your  attention  to  the  words  of  the  law,  "such  ratable 
cash  dividends  or  crediting  on  assessments  such  ratable  sums 
as  they  are  now  or  may  hereafter  become  entitled  to  by  the 
terms  of  their  contract."  A.  I  note  the  language,  Mr.  Hughes ; 
I  state  that  the  Department,  with  its  knowledge  of  assessment 
insurance  corporations,  with  its  desire  to  protect  the  insuring 
public,  believing-  that  an  assessment  corporation  not  required  to 
maintain  a  statutory  reserve,  only  required  to  maintain  a  reserve 
or  emergency  fund  under  205,  could  not  with  safety  pay  cash 
dividends,  and  that  was  the  interpretation  placed  upon  it  by  the 
Department.  It  is  another  case  of  where  the  Department  has 
endeavored — you  may  say,  if  you  so  desire,  arbitrarily — to  pro- 
tect the  public  against  the  defects  of  the  law. 

Q.  That  is  precisely  the  point  I  wish  to  bring  out,  that  where 
the  Department  thought  a  certain  plan  was  injurious  to  the  pub- 
lic, if  it  could  possibly  place  an  interpretation  of  the  law  which 
would  enable  it  to  block  proceedings  under  such  plan  it  did  it? 
A.  It  did  it. 

Q.  And  even  though  the  provisions  of  the  law  did  not  con- 
tain the  words  which  would  have  given  it  the  authority  to  take 
such  action?  A.  Well,  the  provisions  of  the  law — we  knew 
something  about  the  way  they  were  enacted,  and  supposed  that 
we  were  putting  a  fair  interpretation,  and  have  always  said  that 
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if  we  were  going  wrong  in  our  contention  we  would  be  very- 
glad  to  act  otherwise  under  a  court's  interpretation. 

Q.  Now,  I  would  like  to  call  your  attention  to  the  provision 
of  Section  201,  to  which  you  referred.  You  read  the  words, 
"Any  such  corporation,  association  or  society  which  issues  any 
certificate,  policy  or  other  evidence  of  interest  to,  or  makes  any 
promise  or  agreement  with  its  members  whereby,  upon  the 
sickness" — etc.,  etc.,  "any  money  or  other  benefit,  charity,  relief 
or  aid  is  to  be  paid,  provided  or  rendered  by  such  corporation, 
association,"  etc.,  and  to  the  clause  in  that  paragraph  from 
which  I  have  read  and  not  by  reason  of  having  attained  a  certain 
age?  A.  Yes,  we  interpreted  that  as  we  interpreted  the  payment 
of  cash  benefits,  so  understand  it,  having  arrived  at  a  certain  age, 

Q.  And  the  consequence  of  that  provision  was  what  ?  A.  Look 
at  the  concluding  language  of  it,  that  in  the  cases  mentioned 
they  should  seem  to  be  doing  what  kind  of  business.  En- 
gaged in  casualty  insurance,  upon  the  co-operative  or  assess- 
ment plan. 

Q.  Well,  what  has  that  to  do  with  it?  A.  Well,  I  don't  know 
what  it  has  to  do  with  it,  Mr.  Hughes.  I  have  told  you  what 
the  position  of  the  Department  was.  The  Department  made 
that  ruling,  made  that  ruling  in  the  interest  of  the  policyholders, 
as  we  believed.  We  gave  the  parties  against  whom  we  made 
the  ruling  an  opportunity  to  review  our  ruling  before  the  court. 

Q.  Now,  in  Section  205  as  the  law  stood  at  the  time  of  this 
amendment  to  Section  214,  it  provided,  did  it  not,  with  reference 
to  the  reserve  or  emergency  fund,  that  if  such  fund  were  in  ex- 
cess of  double  the  proceeds  of  the  last  death  or  disability,  as- 
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sessment  or  periodical  call  upon  the  entire  membership,  the  ex- 
cess or  any  portion  thereof  may  be  used  in  reduction  of  assess- 
ments or  premium  calls  upon  policy  or  certificate  holders ;  and 
if  in  excess  of  double  such  proceeds,  and  not  less  than  the  sum 
of  one  hundred  thousand  dollars,  the  pro  rata  excess  on  any 
policy  or  certificate  terminated  by  death  or  surrender  may  be  re- 
funded to  the  holder  or  beneficiary,  provided  that  nothing  con- 
tained in  this  article  shall  be  construed  to  permit  any  contract 
promising  any  fixed  cash  payment  to  any  living  certificate  or 
policyholder."    A.  That  is  so,  sir. 

Q.  That  was  the  provision  of  the  law  which  you  deemed  modi- 
fied by  the  provisions  of  Section  214  if  the  company  had  a  hun- 
dred thousand  dollars  on  deposit?  A.  Yes,  and  as  I  recollect 
it  now — I  cannot  state  positively — I  am  stating  something  eight 
or  nine  years  old — as  I  recollect  it,  the  policy  contracts  of  the 
Bankers'  Life  was  susceptible  of  the  reading  of  the  payment  of 
a  fixed  cash  benefit;  furthermore,  I  am  not  positive  that  the 
Bankers'  Life  had  all  the  funds  therein  provided  for,  plus  the 
one  hundred  thousand  dollars. 

Q.  Well,  was  that  the  point?  A.  I  cannot  recollect  all  the 
points. 

Q..  Weren't  you  advised  that  they  did  have  the  funds  provided 
for,  and  the  right  to  make  deposit  of  one  hundred  thousand  dol- 
lars in  any  securities  the  Department  might  require  ?  A.  I  don't 
recollect  what  we  may  have  been  advised.  This  is  all  a  matter 
of  record  on  the  Department  files,  Mr.  Hughes. 

Q.  As  a  matter  of  fact,  Section  205  did  permit  the  payment 
of  cash  dividends,  didn't  it?    A.  It  permitted  the  payment  of 
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cash  dividends  provided  it  was  not  an  agreement  to  pay  stated 
cash  dividends. 

Q.  In  other  words,  if  the  amount  was  not  fixed?  A.  If  the 
amount  was  not  fixed,  and  provided  they  had  a  double  mortu- 
ary call,  and  provided  they  had  a  hundred  thousand  dollars,  all 
of  which  necessitated  a  departmental  examination  and  necessitated 
an  actuarial  computation,  and  as  I  know  nothing  about  the  actu- 
arial work,  that  is  a  matter  that  would  have  to  be  passed  upon 
by  our  actuary,  Mr.  Patterson. 

Q.  But  apart  from  all  that,  and  assuming  the  Bankers'  Life 
was  able  to  comply  with  all  those  conditions,  you  took  the  po- 
sition that  Section  214,  or  the  amendment  of  it,  did  not  apply 
to  that  company?  A.  But  we  have  always  taken  the  position, 
whether  rightfully  or  wrongfully,  that  Section  214  was  only 
passed  for  the  purpose  of  enabling  the  Mutual  Reserve  to  pay 
its  bonds. 

Q.  And  therefore  could  not  be  availed  of  by  any  other  com- 
panies save  the  Mutual  Reserve?  A.  That  is  the  view  the  De- 
partment took  of  it. 

Q.  Now,  on  December  23d,  1898,  it  appears  that  an  examina- 
tion of  the  Bankers'  Life  had  been  requested.  Is  that  your  un- 
derstanding of  it?  A.  December  23d,  1898,  yes,  I  think  there 
was  an  examination  requested  at  that  time,  and  an  immediate 
examination,  and  they  were  told  in  the  letter  that  there  would 
have  to  be  a  necessary  delay. 

Q.  What  was  the  reason  for  that  delay;  who  were  you  exam- 
ining at  that  time?  A.  I  cannot  answer  that  question;  it  is  not 
possible. 
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Q.  When  did  you,  in  fact,  make  the  examination  that  the 
Bankers'  Life  desired?  A.  You  have  the  record  before  you,  Mr. 
Hughes,  of  the  examination  of  the  Bankers'  Life. 

Q.  I  have  a  record  showing  October  26th,  1899 ;  is  that  the  rec- 
ord?   A.  Then  that  was  the  next  examination. 

Q.  Did  you  wait  from  December  23d,  1898,  until  the  fall  of 
1899  before  making  the  requested  examination?  A.  That  is 
what  the  record  shows,  yes,  sir. 

Q.  And  it  was  in  that  connection  that  a  good  deal  of  dissat- 
isfaction was  expressed  by  the  Bankers'  Life?  A.  Well,  I  don't 
remember  about  the  dissatisfaction,  Mr.  Hughes. 

Q.  Well,  don't  you?  A.  I  do  not:  I  know  nothing,  as  I  say, 
I  know  nothing  except  the  hurried  memorandum  which  I  gave 
you  this  morning,  and  what  may  be  borne  out  by  the  Depart- 
ment records,  which  are  subject  to  the  examination  of  the  Com- 
mittee. 

Q.  Your  memorandum  as  to  the  Department's  attitude  con- 
tains some  very  general  and  sweeping  statements,  and  I  want 
to  know  whether  you  do  not  recall  that  the  Bankers'  was  trying 
to  get  the  Department  to  examine  it  so  it  could  go  on  with  its 
business  on  the  basis  stated,  and  that  the  Department  was  de- 
laying that  examination  for  a  period  of  several  months?  A.  I 
cannot  answer  that ;  I  know  that. 

Q.  Do  you  know  General  Hoagland?     A.  I  do. 

Q.  Did  he  appear  for  the  Bankers'  Life  in  that  matter?  A. 
He  appeared  for  the  Bankers'  Life  on  their  reincorporation  un- 
der the  act  of  1903. 

Q.  1903?    A.  1893,  Chapter  690  of  the  Laws  of  1893. 
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Q.  When  did  he  appear  as  counsel?  A.  I  cannot  tell  you 
without  having  the  records  before  me. 

Q.  Do  you  J-  now  whether  the  examination  proceeded  more 
swiftly  after  his  appearance?    A.  I  have  no  such  knowledge. 

Q.  Do  you  know  whether  it  was  immediately  taken  up  after 
his  retainer?  A.  Do  I  know  whether  it  was  immediately  taken 
up  after  his  retainer? 

Q.  I  mean  the  examination,  yes.  It  has  been  suggested  here 
that  General  Hoagland  appeared  for  the  Bankers'  Life  and  that 
examination  was  proceeded  with  after  his  retainer;  is  that  the 
fact  ?  A.  Well,  I  don't  know  when  Mr.  Hoagland  was  retained  or 
anything  about  it.  I  know  that  Mr.  Hoagland  appeared  as  counsel 
for  the  Bankers',  and  to  the  best  of  my  recollection  when  Mr. 
Hoagland  appeared  as  counsel  for  the  Bankers'  Life,  he  appeared 
for  the  company  desiring  to  reincorporate  under  an  entirely  dif- 
ferent plan. 

Q.  Was  not  that  the  result  of  the  failure  of  the  company  to 
procure  an  examination  as  requested  in  1898,  that  it  decided 
later  to  qualify  for  reincorporation  as  an  old  line  company  ?  A. 
I  think  if  you  want  to  know'  where  the  result  came  from  you 
will  have  to  ask  the  Bankers'  Life. 

Q.  Well,  we  have  their  testimony.  I  want  to  know  your  rec- 
ollection? A.  I  have  no  recollection  of  that  more  than  I  have 
stated  to  you. 

Q.  Recurring  to  the  stipulated  premium  law,  here  is  a  letter 
from  the  President  of  the  Fidelity  Mutual  Life  Insurance  Com- 
pany which  contains  this  statement:  "After  the  amendment  of 
the  charter  of  this  company  August,  1899,  authorizing  it  to  do  a 
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general  life  insurance  business  as  a  reserve  company,  we  gave 
notice  to  the  New  York  Department  of  your  desire  to  comply 
with  Article  II  of  the  general  law,  whereupon  the  department 
promptly  revoked  the  license  of  the  company  to  do  business 
under  the  stipulated  premium  law.  We  were  compelled  to  sus- 
pend business  in  New  York  for  a  period  of  several  months."  Do 
you  recall  that  ?    A.  I  have  no  recollection  of  that,  sir. 

Q.  Do  you  recall  the  fact  that  the  license  was  revoked?  A. 
I  have  no  recollection  of  its  license  having  been  revoked. 

Q.  You  remember  nothing  whatever  about  the  matter?  A.  I 
have  no  recollection  of  the  matter.  I  know  that  the  Fidelity 
Mutual  Company  did  business  in  New  York  for  a  number  of 
years  as  an  assessment  insurance  corporation;  that  it  afterward 
did  business  as  a  stipulated  premium  company;  that  it  is  now 
doing  business  as  a  regular  life  company;  but  all  of  the  steps 
that  may  have  taken  place  during  that  period  I  cannot  without 
the  records  before  me  answer. 

Q.  Is  there  any  reason  why  a  company  desiring  to  comply 
with  Article  II  of  the  general  law  should,  upon  advising  the  de- 
partment of  that  desire,  have  its  license  to  act  under  the  stipu- 
lated premium  law  revoked?  A.  There  may  have  been  a  rea- 
son at  that  time. 

Q.  Is  there  any  reason  which  occurs  to  you  in  the  facts  I 
have  stated  in  my  question?  A.  On  a  bald  statement  like  that 
there  is  no  reason,  but  the  department  never  revoked  a  license 
without  a  reason,  and  the  records  will  show  that  reason. 

Q.  What  the  reason  was  in  that  case  you  cannot  state  at 
present?    A.  I  cannot. 
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Q.  Do  you  recall  President  Morgan  of  the  Bankers'  Life  seek- 
ing the  aid  of  the  department  to  procure  an  amendment?  A.  I 
have  no  such  recollection. 

Q.  Do  you  recall  saying  to  Mr.  Morgan  that  it  would  cost 
them  $50,000  to  try  to  get  such  an  amendment,  and  then  they 
would  fail?  A.  Unqualifiedly,  if  Mr.  Morgan  or  any  other  per- 
son said  that  they  are  liars. 

O.  You  never  made  any  such  suggestion?  A.  Never  made 
any  such  statement,  and  Mr.  Dawson  knows  it.  Mr.  Dawson 
passes  up  those  questions.  You  know  that  never  any  such 
statement  was  made? 

MR.  DAWSON:  Mr.  Morgan  says  you  did. 

THE  WITNESS:  If  Mr.  Morgan  stated  so  he  lied. 

THE  CHAIRMAN.  There  must  be  no  controversy  between 
any  other  person  and  the  witness,  except  counsel. 

Q.  Did  you  have  any  interview  with  Mr.  Morgan  on  the  sub- 
ject? A.  I  never  had  an  interview  of  that  character  with  any 
man,  sir. 

Q.  I  am  now  talking  about  the  ability  to  get  an  amendment 
which  would  enable  it  to  re-incorporate  as  a  regular  mutual 
company.    A.  As  a  regular  mutual  company? 

Q.  Yes,  sir.    A.  And  for  money? 

Q.  We  will  leave  out  the  money  and  we  will  find  out  if  you 
had  any  interview  on  the  subject?  A.  To  re-incorporate  as  a 
regular  mutual  company? 
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Q.  Yes.  A.  I  have  no  recollection  of  anything  of  the  kind, 
Mr.  Hughes. 

Q.  Do  you  know  whether  it  was  due  to  the  refusal  of  the 
department  to  obtain  or  aid  in  the  obtaining  of  any  such  amend- 
ment that  they  re-incorporated  as  stock  company?  A.  I  can- 
not give  the  reasons  why  they  re-incorporated  as  a  stock  com- 
pany, sir. 

O.  Do  you  recall  the  American  Union  Life  Insurance  Com- 
pany?   A.  Vaguely  I  recall  the  American  Union  Life,  yes,  sir. 

Q.  Do  you  recall  the  re-insurance  of  its  risks  by  the  Secur- 
ity Life  and  Trust  Company?  A.  I  recollect  that  they  were  re- 
insured in  the  Security  Life  and  Trust  Company  of  Philadelphia. 

Q.  Did  the  department  transfer  the  securities  held  to  the 
credit  of  the  American  Union  Life  Insurance  Company  to  the 
Security  Life  and  Trust  Company?  A.  No,  sir,  the  department 
has  always  declined  to  transfer  those  securities. 

O.  Was  there  any  litigation  over  that  matter?  A.  I  have  no 
recollection,  Mr.  Hughes,  of  there  ever  having  been  any  litiga- 
tion. There  are  several  pending  questions.  There  was  no  re- 
ceiver after  the  American  Union  reinsured — there  was  a  judg- 
ment creditor  receiver,  as  I  recollect  it,  appointed,  and  I  think 
that  that  receiver  endeavored  to  get  hold  of  the  department's 
funds.  I  do  not  know  whether  there  was  any  litigation  in  the 
matter  or  not,  but  I  can  state  specifically  that  the  funds  are 
in  Ihe  hands  of  the  department  for  the  American  Union  Life. 

Q.  Do  you  recall  whether  you  permitted — and  when  l  say  you 
I  mean  the  department — permitted  the  American  Union  Life 
Insurance  Company  to  withdraw  United  States  4  per  cent,  bonds 
and  substitute  in  their  place  New  York  City  bonds?    A.  There 
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were  United  States  bonds,  I  think,  reaching  maturity,  that,  is 
my  recollection.  There  was  a  transfer  made  in  securities,  but 
the  transferred  securities  stand  as  they  originally  stood;  the 
government  bonds  were  registered  in  the  name  of  the  American 
Union  Life;  the  new  bonds,  the  city  bonds,  are  registered  in  the 
nanie  of  the  American  Union  Life. 

Q.  When  was  that  transfer  effected?  A.  I  cannot  give  you 
the  date  of  that  transfer. 

Q.  What  were  the  United  States  bonds  worth  at  that  time? 
A.  I  cannot  answer  that  question. 

Q.  What  were  the  city  bonds  worth?  A.  I  cannot  answer 
that  question.    It  is  a  matter  of  record. 

Q.  Was  there  a  substitution  for  bonds  worth  in  the  market 
about  1 1 1  of  bonds  worth  in  the  market  about  93,  of  about  the 
same  par  value?  A.  We  have  no  bonds  in  the  department  that 
are  worth  93 ;  no  bonds  have  been  taken  by  the  department  that 
are  not  worth  par  or  better. 

Q.  I  show  you  a  statement  in  a  letter  handed  me  by  certain 
attorneys,  and  will  ask  you  to  read  it  and  tell  me  whether  the 
statement  of  fact  is  correct?  A.  Well,  to  the  best  of  my  knowl- 
edge, Mr.  Hughes,  that  is  not  an  accurate  statement.  I  am  not 
carrying  in  my  head  some  twenty-six  million  dollars  of  deposit 
securities  and  the  character  of  the  securities.  The  records  of  the 
Department  will  show  that  transaction  in  its  entirety.  . 

Q.  Have  you  taken  any  steps  to  compel  the  insurance  com- 
panies to  make  statements  in  their  reports  which  would,  show 
the  movement  of  securities  during  the  year  for  which  they  are 
reporting?    A.  No,  sir. 
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Q.  Do  you  think  it  would  be  advisable  to  require  such  a 
statement?  A.  Well,  that  is  a  new  proposition  to  me,  Mr. 
Hughes. 

Q.  Have  you  not  ever  thought  of  that  before,  that  you  got 
statements  as  of  the  end  of  each  year  and  you  got  no  informa- 
tion of  the  movement  of  securities  during  the  year?  A.  I  rec- 
ognize that  fact. 

Q.  And  you  recognize  the  facility  with  which  misleading  state- 
ments can  be  made  where  they  are  required  only  at  the  end  of 
the  year,  without  showing  the  changes  in  securities  during  the 
year  ?  A.  There  is  no  question  about  it,  that  if  there  was  a  fall- 
ing off  in  the  market  in  securities  there  would  be  more  or  less 
trouble. 

Q.  And  also  securities  could  be  handled  during  the  year  which 
it  would  be  inadvisable  to  show  in  a  published  report  at  its 
close?  A.  Well,  Mr.  Hughes,  I  have  never  believed,  and  do 
not  believe  now,  that  it  is  part  of  the  duty  of  the  Superintend- 
ent of  Insurance  to  manage  the  affairs  of  insurance  companies. 

Q.  Well,  that  has  been  very  positively  stated A.  Well,  I 

want  to  state  that.    That  answer  is .    You  have  asked  me 

questions.     If  you  expect  answers  you  have  got  to  have  my 
reasons  why. 

,  Q.  I  would  be  very  glad  to  have  you  give  your  reasons,  and 
I  should  hope  that  you  would  make  them  adequate.  Now,  the 
point  is  not  whether  the  department  should  manage  the  busi- 
ness, but  whether  it  should  get  more  detailed  information  of 
its  management.  You  recognize  the  propriety  of  that,  do  you 
not?    A.  Will  you  allow  me  to  state  this,  in  connection  with 
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the  detailed  information  required  by  the  departments?  The  an- 
nual statement  blanks .  used  by  the  Insurance  Department  are 
the  consensus  of  the  best  judgment  of  insurance  departmental 
supervision.  The  National  Association  of  Insurance  Commis- 
sioners has  a  committee  on  blanks.  That  committee  annually 
holds  its  sessions;  amendments  to  the  blanks  are  considered  by 
that  committee.  The  blank  used  by  New  York  is  the  blank 
used  by  Massachusetts,  and  is  used  by  every  State.  The  last 
life  blank  that  we  prepared  was  the  blank  prepared  at  Colum- 
bus. That  blank,  a  committee  spent  months  in  its  preparation. 
It  was  published  in  the  Insurance  Journal  three  or  four  times, 
that  is  the  tentative  blank  was  published;  the  amendments  were 
considered  by  the  committee.  It  was  put  up  again,  the  blank 
was  published  in  that  way,  and  it  was  sent  to  every  insurance  de- 
partment. It  was  thoroughly  discussed.  It  was  adopted  at  the 
Columbus  convention.  It  was  the  wisdom  of  departmental  ex- 
perience at  that  time. 

Q.  Did  it  express  your  wisdom  at  that  time?  A.  It  ex- 
pressed what  little  wisdom  I  had,  not  much. 

Q.  Do  you  think  it  would  be  wise  to  compel  companies  to 
state  in  detail  their  legal  expenses?  A.  I  think  differently  about 
some  things  now  than  I  thought  some  months  ago. 

O.  What  do  you  think  now  about  it?  A.  I  should  see  no 
objection  to  that  now. 

Q.  Do  you  think  it  would  be  advisable  for  them  to  state  their 
syndicate  participations?  A.  If  the.bjanks  can  be  covered  in 
that  way,  I  think  probably  that  that  would  be  very  desirable. 

Q.  Do  you  think  it  would  be  advisable  for  them  to  state  the 
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movements  of  their  securities  during  the  year?  A.  I  do  riot 
know  just  how  that  can  be  arranged  for. 

Q.  Here  is  the  way  Prussia  arranges  for  it  (handing  paper). 
Here  for  example  is  a  report  to  the  Prussian  Government  with 
regard  to  the  New  York  Life.    A.  Yes. 

Q.  And  1  call  your  attention  to  the  entry  in  that  which  shows 
the  transactions  in  New  Orleans  Railway  securities  in  1904. 
Now,  you  had  nothing  in  the  New  York  Department  report 
which  gave  you  any  information  about  New  Orleans  Traction? 
A.  Oh,  no. 

Q.  Apart  from  an  examination,  the  New  York  Superintend- 
ent would  have  been  entirely  ignorant  that  the  New  York  Life 
had  anything  to  do  v^^ith  New  Orleans  Traction?  A.  Unless  it 
was  shown  in  the  annual  statement  of  December  31st. 

Q.  Yes.  A.  If  they  should  purchase  securities  on  the  15th 
of  January,  and  dispose  of  them  on  the  isth  of  December,  we 
would  have  no  knowledge  of  it. 

Q.  If  they  look  over  a  lot  of  securities  which  were  objec- 
tionable in  the  course  of  the  year  1904  and  then  turned  them 
out  on  December  30th  or  31st,  and  took  them  back  again  or 
made  some  arrangement  by  which  they  should  be  carried  dur- 
ing the  next  year,  the  New  York  Department  would  know 
nothing  about  it?  A.  You  use  the  word  objectionable.  What 
do  you  mean  by  the  word  objectionable? 

Q.  Let  us  assume  that.  To  get  at  the  point — which  is  what 
you  have  in  your  statement?  A.  I  use  the — you  use  the  word 
objectionable.     Are  those  securitiesin  violation  of  the  law 

Q.  Answer  my  question.  You  have  not  any  information  in 
regard  to  such  a  matter,  provided  in  your  annual  statement? 
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A.  We  have  no  information  in  our  annual  statement  except 
the  securities  held  on  December  31st. 

Q.  Has  it  never  occurred  to  you  that  it  would  be  well  to  get 
something  more  detailed  than  that?  A.  It  never  has  occurred 
to  me,  no,  sir. 

Q.  What  is  your  present  opinion  in  regard  to  that?  A.  I 
am  not  accustomed  to  expressing  opinions  on  important  mat- 
ters of  this  character  without 

Q.  Without  reflection?    A.  Without  reflection. 

Q.  That  is  a  matter  you  have  never  reflected  on?  A.  That 
is  a  matter  that  has  never  been  brought  to  my  attention  in 
this  way,  sir. 

Q.  Have  you  ever  thought  of  the  possibility  of  the  annual 
statements  being  misleading  through  the  transfers  of  securi- 
ties just  before  the  end  of  the  year,  and  the  re-taking  of  the 
securities  after  the  beginning  of  the  next  year?  A.  Well,  I 
have  always  supposed  that  the  Board  of  Trustees,  and  the  di- 
rectors of  the  insurance  corporations  who  are  responsible  for 
their  afifairs,  were  protecting  the  insurance  corporations.  I  do 
not  suppose  that  the  Department  would  necessarily  have  to 
get  out  a  daily  or  monthly  bulletin  of  the  affairs  of  insurance 
companies. 

Q.  Did  you  not  think,  then,  that  the  requirements  of  the  an- 
nual statement  were  very  important  for  protection  ?  A.  I  have 
always  thought  the  annual  statement  was  made  to  show  the 
annual  condition. 

Q.  And  in  order  that  it  should  be  accurate,  you  should  have 
some  way  of  checking  up  the  reports  of  securities?    A.  We  do. 

Q.  By  examination?    A.  By  examination. 


S944 


Testimony  of  Henry  D.  Appleton 

Q.  Every  three  years  or  so?  A.  Well,  an  average,  I  should 
say,  of  three  years  on  the  life  companies. 

Q.  Yes.  A.  Of  course,  if  a  company  happens  to  be  pretty 
close  to  the  wall,  more  frequently,  but  if  a  company  happens 
to  have  a  large  surplus  and  a  large  balance  of  assets  over  lia- 
bilities, we  have  not  checked  them  yearly. 

Q.  Then  you  have  not  paid  much  attention —  A.  Oh,  we 
have  paid  attention. 

Q.  But  not  as  much  as  if  it  had  reported  large  surplus?  A. 
We  have  paid  attention. 

Q.  In  any  other  way  except  by  examination?  A.  By  ex- 
amination, looking  over  their  statements  and  by  trying  to  keep 
in  touch  with  their  affairs  as  well  as  we  could. 

Q.  Did  you  ever  look  over  the  statement  of  the  New  York 
Life,  for  example,  to  see  how  their  condition  at  the  beginning 
of  the  year  tallied  with  that  of  the  last  of  the  year  preceding? 
A.  I  do  not  know  exactly  how  you  mean,  by  how  it  tallied. 

Q.  In  fact,  you  could  not  get  at  that  without  an  examina- 
tion, .could  you?  A.  The  statistician,  presumably,  would 
check  the  balance  at  the  close  of  the  year  and  carry  it  over  .to 
the  next  year  and  run  through  his  income  and  disbursement 
items,  and  run  through  his  assets  and  liabilities. 

Q.  But  what  had  occurred  during  the  year  he  would  not 
know?  A.  Why,  I  would  never  have  thought  that  it  was  ne- 
cessary to  determine  whether  in  the  year  1903  they  sold  one 
million  dollars  of  New  York  Central  and  bought  a  million  dol- 
lars of  Delaware  and  Hudson. 

Q.  Do  you  require  the  companies  to  give  you  a  schedule  of 
their  dividends?    A.  No,  we  do  not. 
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O.  Or  to  tell  you  in  what  way  they  arrive  at  the  dividends  ? 
A.  No,  sir.     No,  we  do  not. 

Q.  Have  you  taken  any  steps — and  when  I  say  you  I  mean 
the  Department — any  steps  to  ascertain  whether  the  surplus  is 
properly  distributed?  A.  I  think  that  a  few  years  ago  in  the 
case  of  the  Equitable  Life  there  was  an  examination  made  by 
the  actuary  of  the  Department  to  determine  that  question. 

Q.  How  long  ago  is  that?    A.  Several  years  ago,  sir. 

Q.  How  many  years?     A.  I  cannot  answer  that. 

Q.  Is  it  five  years  ago?    A.  I  should  say  fully  that. 

Q.  More  than  that?  A.  I  should  say  fully  that.  If,  Mr. 
Hughes,  you  want  this  information,  you  are  coming  to  the 
wrong  man.  You  want  to  go  to  the  actuary  of  the  Depart- 
ment, who  assists  Mr.  Vanderpoel  in  making  examinations. 
He  can  give  you  this  information  accurately.  I  cannot.  I  am 
not  one  of  the  examiners.  I  have  nothing  to  do  with  the  ex- 
aminations. I  cannot  speak  unqualifiedly  for  the  examining 
force  and  it  is  not  fair  to  me  or  to  the  Department  to  try  to 
make  me. 

Q.  What  I  asked  was  more  to  try  to  find  out  if  it  had  ever 
occurred  to  you  to  include  in  an  annual  statement  the  dividends 
declared,  the  schedule  of  dividends.  A.  I  can  answer  that  by 
stating  that  at  the  last  convention  of  Insurance  Commissioners 
there  was  a  special  Committee  appointed  to  consider  this  very 
question,  and  on  that  Committee  there  were  five  of  the  States, 
and  in  that  report  express  reference  was  made  to  preparing 
some  kind  of  a  schedule  which  should  be  included  in  the  state- 
ment relative  to  dividends. 

Q.  Who  brought  that  up  in  this  convention?    A.  That  was 
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brought  up,  if  I  am  not  mistaken,  by  Mr.  MacGibney  of  Louis- 
iana. 

Q.  What  did  the  New  York  Department  do  to  bring  about 
action  on  the  part  of  the  Board  of  Commissioners?  A.  The 
New  York  Department  voted  for  the  resolution. 

Q.  Did  it  suggest  it?    A.  It  did  not  suggest  it,  no,  sir. 

Q.  Why  has  not  the  Department  of  its  own  initiative,  taken 
up  this  matter  of  requiring  statements  of  distribution  of  sur- 
plus?   A.  That  question  I  cannot  answer,  Mr.  Hughes. 

Q.  Do  you  recall  when  it  was  that  the  suggestion  was  made 
in  the  Board  of  Insurance  Commissioners  that  there  should  be 
a  gain  and  loss  exhibit  required?     A.  I  do,  very  distinctly. 

Q.  How  long  ago  was  that?  A.  At  the  Mackinac  Conven- 
tion in  1895. 

Q.  Were  you  present  at  that  convention?     A.  I  was  not. 

Q.  What  was  the  action  taken  by  that  Convention?  A.  The 
Convention  adopted  a  life  blank,  incorporating  the  gain  and 
loss  exhibit. 

Q.  What  was  your  attitude  toward  the  propriety  of  that  ac- 
tion? A.  I  had  no  attitude  toward  the  propriety  of  that  ac- 
tion at  the  time. 

Q.  Have  you  taken  any  position  on  the  advisability  of  re- 
quiring a  gain  and  loss  exhibit  since  that  time?  A.  I  have, 
sir. 

Q.  What  has  been  your  position?  A.  In  1895,  the  gain  and 
loss  exhibit  was  adopted.  It  was  used,  I  believe,  by  but  two 
States.  The  next  year  at  the  Philadelphia  Convention  the 
question  came  up  as  to  the  advisability  of  abandoning  the  gain 
and  loss  exhibit.     The  Convention  stood  for  the  gain  and  loss 
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exhibit.  At  both  of  those  Conventions  I  did  not  represent  the 
Department.  The  next  convention  was  held  at  Old  Point  Com- 
fort. The  question  of  the  elimination  of  the  gain  and  loss  ex- 
hibit was  brought  up  there,  as  will  be  shown  by  the  record. 
There  was  a  division.  I  had  no  expectation  that  that  question 
was  coming  up.  I  had  only  been  told  to  go  to  the  convention 
a  few  days  before  it  met.  I  did  not  feel  that  I  had  the  right 
to  commit  the  Department  by  voting.  I  declined  to  vote  at 
that  convention.  I  came  back  to  the  Department  and  reported 
my  action.  The  Superintendent  told  me  that  I  did  right.  That 
it  would  be  a  matter  which  would  have  his  consideration  and 
his  careful  attention. 

Q.  Who  was  that  superintendent?  A.  The  superintendent 
was  Mr.  Payn.  Mr.  Payn  advised  with  his  actuaries,  advised, 
I  believe,  with  Mr.  Vanderpoel,  who  had  represented  the  De- 
partment at  the  Mackinac  and  Philadelphia  conventions,  and 
it  was  decided  by  the  New  York  Department  not  to  use  the 
gain  and  loss  exhibit,  as  it  'was  decided  by  all  the  departments 
with  but  three  exceptions.  The  gain  and  loss  exhibit  was  not 
used  by  the  Department  during  that  administration,  in  fact 
never  has  been  used.  The  first  year  that  Mr.  Hendricks  was 
Superintendent  of  Insurance  I  was  requested — that  was  my 
fourth  convention  that  I  had  attended— I  was  requested  by 
Mr.  O'Rear  to  prepare  an  address  to  be  delivered  at  the  Hart- 
ford convention  on  the  management  and  methods  of  conduct- 
ing insurance  department  business.  It  was  just  a  treatise  from 
our  way  of  doing  business.  In  that  address  under  uniformity 
in  blanks  I  set  forth  in  detail  the  reason  why  the  New  York 
Department  had  not  used  the  gain  and  loss  exhibit.     Following 
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that  address  a  resolution  was  introduced,  and  if  I  am  not  mis- 
taken, by  myself,  at  Hartford,  I  then  being  a  member  of  the 
committee  on  blanks,  that  it  was  the  sense  of  the  convention 
not  to  use  the  gain  and  loss  exhibit.  That  question  has  come 
up  at  every  succeeding  convention  to  the  best  of  my  recollec- 
tion. There  has  been  a  usual  vote  of  about  three  in  favor  of  to 
anywhere  from  eighteen  to  twenty  against,  until  this  year  at 
Bretton's  Woods,  there  was  a  tie  vote  in  favor  of  the  gain  and 
loss  exhibit,  I  voting  against  the  gain  and  loss  exhibit. 

Q.  Can  you  state  in  a  condensed  way  what  your  objections 
were  to  the  gain  and  loss  exhibit?  A.  I  rest  my  statement 
as  to  the  objections  to  the  gain  and  loss  exhibit  on  that  state- 
ment in  that  report. 

Q.  Can  you  not  give  me  a  summary  of  that?    A.  I  prefer  to 
stand  on  that  report,  sir. 
Q.  How  much  of  this  relates  to  the  subject?    A.  Well,  I 
■  think  to  make  it  clear  you  want  to  take  all  that  relates  there 
to  the  uniformity  of  blanks. 

Q.  Well,  it  must  be  possible  for  you  to  state  tersely,,  with- 
out reading  all  those  pages,  the  points  upon  which  you  relied? 

A.  Well,  I  do  not  care  to 

Q.  Use  it  as  a  support  to  your  memory?  A.  I  do  not  care, 
I  have  not  read  that  address  in  five  years.  I  do  not  care  to 
attempt  to  express  that  tersely,  any  more  tersely  than  it  is  ex- 
pressed there. 

Q.  Well,  do  you  know  what  your  objections  now  are  about  as 
to  that?  A.  Well,  generally  speaking,  Mr.  Hughes,  when  the 
gain  and  loss  exhibit  was  first  introduced,  an  advocate  of  the  gain 
and  loss  exhibit  found  that  he  could  not  even  with  his  own  gain 
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and  loss  exhibit  strike  a  real  balance ;  that  he  had  to  force  balances. 
That  was  included  in  the  annual  statement  requiring  the  officers 
to  swear  to  a  volume  of  figures  which  were  forced 

Q.  Yes.  A.  I  might  say  in  connection  'with  the  gain  and  loss 
exhibit  that  the  advocates  of  that  exhibit  claim  that  if  it  had  been 
used  that  some  of  the  conditions  which  have  arisen  would  not 
have  arisen.  If  that  is  a  fact,  why  is  it  that  the  gain  and  loss 
exhibit,  which  has  been  used  for  ten  years  in  three  of  the  States, 
has  been  published,  has  been  circulated,  has  been  commented 
upon  in  the  press,  has  not  corrected  these  conditions?  It  is  a 
theoretical  matter.  Some  of  the  very  best  insurance  supervising 
officials  do  not  believe  in  it ;  some  others  believe  in  it.  It  is  more 
an  actuarial  problem  than  anything  else,  and  in  preparing  that 
address  for  Hartford  I  consulted  with  our  actuary,  Mr.  Patter- 
son, and  if  I  may  use  the  expression,  as  far  as  that  portion  of  my 
address  is  concerned,  it  was  more  or  less  cribbed. 

Q.  Was  your  opposition  to  any  gain  and  loss  exhibit  or  to  the 
particular  form  of  the  gain  and  loss  exhibit  which  has  been  given 
to  the  Wisconsin  Department?  A.  My  opposition  has  been  this, 
that  I  did  not  believe  that  it  was  part  of  the  duty  of  insurance 
departments  to  create  a  large  mass  and  volume  of  figures  which 
might  be  used  in  a  misleading  manner  by  rival  agents.  I  know 
that  some  of  the  opponents  of  the  gain  and  loss  exhibit  have  so 
expressed  themselves,  notably  Commissioner  Cutting  of  Massa- 
chusetts, and  others. 

Q.  What  was  the  attitude  of  the  three  great  New  York  com- 
panies towards  the  gain  and  loss  exhibit?  A.  Well,  I  never  had 
any  one  of  the  three  great  New  York  companies  express  an  opinion 
to  me  on  the  gain  and  loss  exhibit. 
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Q.  Do  you  know  what  their  attitude  was  ?  A.  If  I  am.  not  mis- 
taken, the  attitude  of  the  New  York  Life  was  favoring  the  gain  and 
loss  exhibit ;  the  attitude  of  the  Mutual  Life  as  expressed  by  Mr. 
McClintock  at  Philadelphia  was  one  that  he  did  not  care  whether 
they  had  it  or  not.  I  do  not  think  I  have  ever  heard  any  expres- 
sion on  the  part  of  the  Equitable. 

Q.  Have  you  any  data  accumulated  by  the  New  York  Depart- 
ment which  would  show  whether  the  companies  keep  within  their 
loadings  in  their  expenses  ?  A.  I  do  not  think  we  have  any  such 
data. 

Q.  There  is  nothing  in  the  annual  statements  required  by  the 
New  York  Department  whether  the  companies  keep  within  their 
loadings  or  not  ?     A.  I  do  not  think  there  is. 

Q.  Do  you  recognize  the  desirability  of  having  some  profit  and 
loss  account  which  will  show  the  insurance  gains  of  a  company? 
A.  Well,  again,  that  is  a  question,  Mr.  Hughes,  that  I  have  no  de- 
sire to  express  a  hurried  opinion  upon.  I  think  that  is  a  matter 
which  will  have  to  come  up  before  the  Committee  on  Blanks  this 
year. 

Q.  You  do  not  have  to  wait  for  the  action  of  the  Committee  on 
Blanks  or  the  Board  of  Insurance  Commissioners.  They  are  not 
recognized  as  authorities  in  this  jurisdiction.  My  question  is  as  to 
the  attitude  of  the  Department.  You  have  given  thought  to  these 
questions  ?     A.  I  have  given  some  thought  to  them. 

Q.  Have  you  not  recognized  the  desirability  of  having  a  show- 
ing which  would  disclose  whether  or  not  a  company  was  making 
insurance  gains,  how  it  increased  or  decreased  its  surplus  by  its^ 
year's  operations,  whether  it  kept  within  its  provision  for  expenses,. 
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or   exceeded    it?     A.  I    have   stated   my   position   on   that,    Mr. 
Hughes. 

Q.  Well,  have  you  taken  any  position  on  that  general  question? 
A.  I  have  not  taken  any  position  on  that  general  question  more 
than  I  have  voted,  as  I  explained,  against  the  gain  and  loss  ex- 
hibit for  several  years ;  in  fact,  for  ten  years. 

Q.  Have  you  ever,  in  examining  companies  ?  A.  I  have  never 
examined  a  company  where  the  gain  and  loss  exhibit  would  have 
been  of  any  benefit. 

Q.  Would  it  have  been  any  benefit  in  the  case  of  the  Washing- 
ton Life  ?  A.  That  question  you  will  have  to  ask  Mr.  Patterson, 
Mr.  Keifer  or  Mr.  Vanderpoel,  the  experts. 

Q.  Are  you  aware  whether  or  not  it  would  have  been  of  benefit 
in  disclosing  the  position  of  the  Washington  Life  ?  A.  Well,  Mr. 
Hughes,  I  suppose  it  would  have  been  of  benefit,  and  I  don't  know, 
you  have  gone  back  to  the  Washington,  and  I  suppose  that  it  is  the 
desire  of  yourself  and  the  Committee  to  have  all  the  light  that  I  can 
give  you.  I  would  like  to  submit  this  memorandum  with  regard 
to  the  Washington. 

Q.  All  right.  A.  It  is  something  which  will  probably  interest 
Mr.  Dawson. 

Q.  Well,  state  what  you  have  to  say  about  the  Washington? 
A.  The  inspection — an  inspection  of  the  appointment  for  the  ex- 
amination of  the  Washington  Life  Insurance  Company  shows  that 
it  bears  the  date  of  August  15th,  1904.  The  arrangements  of  the 
Department  were  such  that  an  examination  could  not  well  be  im- 
mediately begun,  and  there  was  at  that  time  no  thought  that  the 
matter  was  particularly  pressing.  Shortly  thereafter,  a  discharged 
employee  of  the  company,  as  alleged,  indirectly  furnished  infor- 
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mation  to  "The  Underwriter"  and  to  the  Michigan  Department,  of 
the  manipulation  by  the  company  of  its  poHcy  returns,  and  this  led 
to  immediate  action  by  the  New  York  Department. 

In  this  connection  I  would  call  your  attention  to  the  percent- 
ages placed  before  you  last  Friday  by  Mr.  Dawson. 

I  do  not  recollect  that  Mr.  Dawson  made  any  reference  to  the 
condition  of  affairs  in  the  three  companies  named.  If  all  condi- 
tions except  lapses  were  the  same,  perhaps  a  comparison  of  the 
percentages  would  be  of  some  value.  If  all  the  conditions  in  the 
Washington  Life  had  been  the  same  during  the  four  years  used, 
you  might  perhaps  claim  that  a  comparison  of  its  percentages 
should  have  given  warning  that  something  was  wrong  with  the 
company ;  but  you  must  know  that  within  that  time  the  company 
had  changed  its  policy  return  froin  the  written  basis  to  the  paid  for 
and  back  again  to  the  written. 

Now,  those  are  the  figures  you  have  worked  on,  Mr.  Dawson. 
I  do  not  know  whether  they  misled  you  or  not. 

Q.  Address  your  remarks  to  the  Committee,  please  ?  A.  Without 
making  due  allowances  for  these  very  important  differences  in  con- 
ditions,, no  inference  of  any  value  whatever  can  be  drawn  from  a 
comparison  of  percentages. 

These  changes  in  the  methods  of  the  Washington  Life  were 
known  to  all  departments  passing  on  the  returns. 

Q.  Now,  the  point  of  the  inquiry  is  this,  you  have  been  how 
many  years  in  the  Department?     A.  Since  1883. 

Q.  And  you  have  been  attending  these  conventions  of  Insur- 
ance Superintendents A.  I  have  been  attending  these  con- 
ventions for  the  past  ten  years. 

Q.  And  you  have  been  more  active  than  anyone  else  in  the  De- 
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partment  in  connection  with  the  question  of  the  gain  and  loss  ex- 
hibit; that  is,  you  have  represented  before  the  conventions  the 
Department's  views  from  time  to  time  ?  A.  Well,  there  have  been 
no  Department's  views  from  time  to  time. 

Q.  Well,  then,  your  own  views  ?  A.  I  want  to  make  one  state- 
ment, if  I  may.  That  address  delivered  at  Hartford  was  never 
submitted  to  the  present  Superintendent  of  Insurance.  Mr.  Hen- 
dricks was  absent  from  the  Department  at  that  time  ill,  during  the 
time  I  prepared  the  address.  It  was  not  intended  to  commit  the 
Department.  It  did  not  commit  his  administration.  Mr.  Hen- 
dricks stated  on  the  stand  the  other  day  that  he  might  favor  a  gain 
and  loss  exhibit.  The  matter  has  never  been  brought  to  his  at- 
tention. It  is  simply  that  the  Department  has  since  that  period 
acted  on  the  majority  vote  of  the  Commissioners  present. 

Q.  Prior  to  this  year  has  the  Superintendent  ever  made  any 
recommendation  as  to  the  advisability  of  the  reduction  in  expenses 
generally  of  the  insurance  companies  ?  A.  I  do  not  think  that  any 
such  suggestion  has  ever  been  made  except  as  it  may  have  run  to 
some  of  the  assessment  companies. 

Q.  Yes,  but  I  mean  with  regard  to  any  of  the  old  line  compa- 
nies?    A.  No,  sir. 

Q.  Has  the  Department  ever  had  any  statistics  before  it,  or  ever 
called  for  any  statistics  which  would  have  enabled  it  to  judge 
whether  the  expense  incurred  in  obtaining  new  business  was  larger 
than  it  should  have  incurred?  A.  I  think  Mr.  Vanderpoel  has 
gone  into  that  matter,  in  some  examinations.  I  do  not  think  there 
has  been  any  general 

Q.  Has  there  been  any  report  on  that  except  in  connection  with 
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companies  that  were  either  failing  or  deemed  to  be  on  the  verge  of 
failure?     A.  I  have  no  recollection  of  any  such  report. 

Q.  The  question  has  not  been  taken  up  as  an  important  one 
affecting  the  interests  of  policyholders  ?  A.  Well,  if  you  are  going- 
back  to  the  old  position  of  the  Department,  as  explained  by  Mr. 
Hendricks,  that  we  have  never  deemed  we  were  more  than  a 
Department  of  Audit;  that  it  was  our  duty  under  the  Insurance 
Laws  to  determine  if  a  corporation  is  solvent.  While  the  Super- 
intendent of  Insurance  has  the  right  under  the  law  to  ask  for  any 
information  that  he  may  want,  the  Superintendent  has  not  got  the 
right  to  do  anything  except  when  a  company's  liabilities  exceed  its 
assets,  unless  in  the  case  of  misrepresentation  of  funds. 

Q.  Well,  he  has  not  only  the  right,  but  the  duty  to  get  informa- 
tion and  to  advise  the  Legislature  as  to  necessary  legislation  ?  A. 
Well ' 

Q.  You  recognize  that?  A.  I  do  not  recognize  that  view  of  it, 
Mr.  Hughes.  I  recognize  the  view  that  our  Department  is  a  De- 
partment of  Audit. 

Q.  Why  don't  you  audit  those  matters  which  relate  to  returns 
to  policyholders,  the  matter  of  dividends,  the  matter  of  expenses, 

the  commissions  paid A.  There  is  nothing  in  the  Insurance 

Law  that  permits  us  to  question — to  audit  expenses. 

Q.  After  your  many  years  in  the  Department,  is  that  the  only 
explanation  you  can  make?  A.  That  is  the  explanation  that  I 
make,  sir. 

Q.  Now,  with  regard  to  the  present  advisabiHty  of  requiring 
profit  and  loss  statements,  do  you  think  them  advisable?  A.  I 
think  that  is  a  question  which  should  be  very  carefully  considered. 

O.  Well,  you  are  disposed  to  favor  that,  are  you  not  ?     A.  I  am 
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disposed  to  favor  anything  which  will  bring  about  absolutely  good 
results. 

Q.  Don't  you  think  that  is  a  good  thing?  A.  I  should  want  to 
see  the  schedule  before  I  said  it  was. 

Q.  Well,  you  would  want  a  proper  schedule?  A.  If  I  saw  a 
proper  schedule  I  should  be  very  much  inclined  to  favor  it.  I  have 
never  yet  seen  what  I  considered  was  a  proper  schedule,  as  I  under- 
stand it. 

Q.  Do  you  rest  on  the  sufficiency  of  the  present  statements  that 
are  required?     A.  How  do  you  mean 

Q.  Do  you  say  that  the  present  statements  required  by  the  De- 
partment are  adequate  for  the  purpose  of  giving  the  Department 
all  the  information  that  is  necessary  to  protect  policyholders?  A. 
I.  say  that  the  present  statements,  if  they  are  made  out  b}-  honest 
men — that  they  show  conditions  that  will  give  the  public  the  mea- 
surement which  the  Insurance  Department  is  required  to  give, 
under  the  law,  the  measurement  of  solvency. 

Q.  And  that  is  all?  A.  That  is  all.  They  give  more  than 
solvency.  The  question  of  dividends  is  a  defect ;  if  it  is  any  de- 
fect, it  is  a  defect  in  the  law. 

Q.  Is  there  any  objection  in  your  judgment  to  requiring  a  sched- 
ule of  dividends  like  the  one  now  shown  you  (handing  paper)  ? 
A.  I  would  state  a  schedule  of  dividends  has  been  submitted  to  the 
Department  by  Commissioner  Boyes  of  Ohio ;  that  that  dividend 
schedule  I  have  turned  over  to  the  Actuary,  Mr.  Patterson,  who  is 
familiar  with  these  matters.  I  am  not — asking  him  to  give  it  his 
careful  consideration  with  the  intent  of  voting  for  such  a  schedule 
when  I  join  with  the  Committee  on  Blanks 
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Q.  What  do  you  think  of  this  I  now  show  you?  A.  I  could 
not  tell  you  what  I  thought  of  it,  offhand. 

Q.  Can  you  see  at  a  glance  ?  A.  I  cannot,  and  will  not  take  it 
at  a  glance.  If  I  took  the  Washington  Life  at  a  glance,  I  might 
have  been  deceived. 

Q.  Have  you  in  mind  any  recommendations  as  to  legislation  re- 
quired to  equip  the  Department  with  more  power  than  it  possesses 
in  order  to  protect  the  policyholders?  A.  Well,  that  is  a  pretty 
hard  question  to  answer,  Mr.  Hughes. 

Q.  Have  you  ever  thought  in  your  twenty  years  of  the  limita- 
tions of  powers  of  the  Superintendent  which  should  be  changed? 
A.  I  have  thought  of  some  cases. 

Q.  'In  order  that  he  should  have  power  enough  to  deal  ade- 
quately with  the  situation?  A.  Well,  Mr.  Hughes,  I  think  that 
one  of  the  worst  evils  is  incident  to  your  deferred  dividends 
period — I  should  have  not  longer  than  a  five-year  dividend  period ; 
in  fact,  all  the  insurance  I  am  carrying  myself,  and  not  much,  are 
annual  dividend  policies.  I  believe  that  the  companies  when  they 
reach  a  certain  volume  of  business  should  be  estopped  from  doing 
any  more  business  except  to  keep  up  to  that  water-mark,  whatever 
it  might  be.  There  was  a  bill  introduced  here  six  or  seven  years 
ago,  making  it  one  billion  five  hundred  million.  Personally,  I 
should  have  liked  to  have  seen  that  bill  passed.  I  believe, 
as  I  stated  this  forenoon,  that  standard  life  policies — you 
could,  I  think,  place  all  of  the  policies  under  four  or  five  forms  of 
policies — I  would  favor  standard  life  policies.  I  don't  know  just 
how  the  Legislature  can  regulate  this  question,  but  I  would  make 
it  impossible  to  have  a  bonus — that  is,  overriding  business^-vou 
know  what  I  mean. 
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Q.  Won't  you  direct  your  attention  more  specifically  to  the  ques- 
tion of  what  additional  powers  the  Superintendent  needs  to  find 
out  all  about  the  transactions  of  life  insurance  companies,  and 
make  them  public?  A.  I  believe,  Mr.  Hughes,  that  if  those  cor- 
rections are  made  in  the  law  that  the  Superintendent  will  not  have 
these  conditions  confronting  him.  That  is  where  the  remedy  is  to 
come  from. 

Q.  Before  we  deal  with  that,  can  you  tell  me  what  additional 
powers  the  Superintendent  needs  in  order  to  get  full  information 
regarding  the  transaction  of  companies  and  make  them  public,  and 
recommend  such  legislation  as  they  may  show  to  be  necessary? 
A.  You  must  realize  yourself  that  that  is  a  question  that  a  man 
can  hardly  answer  offhand. 

Q.  After  your  long  experience  in  the  Department  you  are  un- 
able to  answer  it  ?  A.I  believe  that  the  Superintendent  of  Insur- 
ance, if  he  is  going  to  expect  to  follow  all  of  the  ramifications  of 
the  business  as  closely  as  your  line  of  examination  would  indicate, 
that  there  should  be  a  larger  force. 

Q.  A  larger  force,  but  I  am  talking  of  the  law — what  additional 
powers  should  he  have?  A.  I  do  not  think  you  could  give  the 
Superintendent  power — I  think  you  have  got  to  regulate  the  cor- 
porations. 

Q.  Do  you  recall  any  additional  grant  of  power?  A.  I  do 
not  recall  an)^  additional  power  at  this  time,  no  sir. 

MR.  HUGHES :  That  is  all,  Mr.  Appleton. 

THE  WITNESS :  Well,  now,  Mr.  Hughes,  I  ask  in  view  of 
this  examination,  which  is  more  or  less  of  a  reflection  upon  the 
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Insurance  Department  and  what  we  are  doing — ^you  spoke  about 
our  harmonious  inactivity  on  Friday. 

Q.  I  referred  to  the  Washington  Life?  A.  I  will  ask  that  I 
may  have  the  privilege  of  reading  a  statement  which  will  not  take 
five  minutes. 

Q.  Read  it.  A.  I  desire  to  state  for  the  information  of  your 
Committee  and  the  public  that  there  are  at  present  some  433  in- 
surance companies,  societies  and  associations  transacting  the 
business  of  insurance  within  this  State  which  are  subject  to  the 
supervision  of  the  State  Insurance  Department.  These  include 
fire,  marine,  life,  casualty,  title  and  credit  guaranty  corporations, 
and  business  assessment  and  fraternal  beneficiary  associations 
created  and  operating  under  separate  and  variously  different  pro- 
visions of  law.  It  is  the  duty  and  practice  of  the  Department  to 
require  compliance  by  everyone  of  these  companies  with  every 
provision  of  law  applicable  to  it  so  far  as  it  is  within  the  power  of 
the  Department  to  do  so. 

Besides  the  necessarily  large  correspondence,  the  preparation 
and  furnishing  of  blanks,  the  filing  and  examination  of  reports 
and  their  publication  in  three  separate  volumes  each  year,  the 
collection  of  fees,  taxes  and  return  of  examination  expenditures 
by  companies  examined,  the  issuing  of  agency  certificates  and 
certified  copies  of  corporate  constitutions,  by-laws  and  other 
papers,  particular  attention  is  given  by  the  Department  to  proper 
paid  capitalization,  to  the  deposit  of  the  necessary  amount  and 
kind  of  securities  specified  by  law  and  that  the  reserve  and  other 
trust  funds  computed  or  verified  by  the  Department,  so  required 
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by  law,  are  kept  intact  and  adequate  to  protect  the  insuring  pub- 
lic. With  the  exception  of  the  laws  governing  the  assessment 
and  fraternal  beneficiary  societies,  the  statutes  of  the  State  regu- 
lating the  different  classes  of  companies  generally  provide  for 
sufficient  reserve  or  trust  funds  to  protect  the  policyholders. 

The  reports  of  all  companies  are  checked,  tabulated  and  ab- 
stracts made  therefrom  and  whenever  examinations  are  thought  to 
be  necessary  they  are  made  by  our  State  Department  in  the 
cases  of  domestic  corporations  and  corporations  of  foreign  coun- 
tries domiciled  in  this  State,  and  requested  of  the  home  depart- 
ments when  corporations  are  of  other  States. 

During  the  year  1904  fifty-nine  examinations  were  made  by 
the  Department.  A  reference  to  department  reports  for  the  past 
ten  years  will  indicate  that  the  average  number  of  examinations 
made  have  been  fifty-four  each  year.  During  the  past  two  ad- 
ministrations of  nearly  nine  years  not  a  single  life  company  au- 
thorized to  transact  business  in  this  State  has  failed.  During 
that  time,  using  eight  years'  annual  return,  the  domestic  life  in- 
surance corporations  have  transacted  business  resulting  in  pre- 
mium collections  of  over  $1,651,000,000.  With  insurance  in 
force  on  December  31,  1904,  of  over  $7,099,000,000,  and  the  in- 
suring public  have  lost  nothing.  Domestic  casualty  corporations 
with  assets  of  over  $23,000,000  have  received  in  premiums  more 
than  $75,000,000,  and  the  policyholders  have  lost  nothing.  Do- 
mestic fire  and  marine  companies  and  foreign  fire  and  marine 
companies  of  other  countries  domiciled  in  this  State  have  collected 
over  $757,000,000  in  premiums  and  there  was  in  force  on  Decem- 
ber 31st  last,  $15,821,000,000  of  insurance,  and  the  insuring  pub- 
lic have  lost  nothing  with  the  exception  that  in  the  case  of  one 


5960 


Testimony  of  Henry  D.  Appleton 

comparatively  small  stock  fire  company  there  was  a  loss  to  pol- 
icyholders of  some  twenty-five  per  cent,  of  the  unearned  pre- 
miums, and  three  general  mutual  fire  companies  doing  a  restricted 
business  only  of  a  small  volume  were  placed  in  the  hands  of  re- 
ceivers. A  reference  to  the  texts  of  the  departmental  reports  to 
the  Legislature  will  show  that  after  several  years  of  recom- 
mendations the  danger  incident  to  the  incorporation  of  general 
mutual  fire  insurance  companies  no  longer  exist.  These  compa- 
nies have  total  assets  of  $1,723,840,065  and  total  surplus  funds  of 
?3io,558,i90.  The  Mercantile  Credit  Guarantee  Company  of 
New  York,  not  included  in  the  above  showing,  was  placed  in  the 
hands  of  a  receiver  on  August  5th,  1897.  The  affairs  of  the  cor- 
poration are  still  in  the  hands  of  a  receiver.  The  German  Real 
Estate  Title  Guarantee  Company,  not  included  in  the  above 
showing,  was  placed  in  the  hands  of  a  receiver  on  March  25th, 
1902.  Its  affairs  are  still  in  the  receiver's  hands.  The  loss  to  poli- 
cyholders will  be  small.  Besides,  there  are  assessment  associations 
and  fraternal  beneficiary  orders,  the  statutes  governing  which 
never  provide  proper  standards  of  solvency  or  insolvency,  the 
Department  supervision  of  which  is  of  the  most  limited  charac- 
ter. 

It  must  be  remembered  that  the  authority  and  control  contem- 
plated by  the  insurance  laws  of  this  and  other  States,  or  ever  ex- 
ercised in  this  country  over  corporations,  associations  or  per- 
sons engaged  in  the  insurance  business,  are  simply  supervisory 
in  character.  It  was  never  intended  that  the  Department 
throughout  the  country  should  take  the  place  of  the  officers  and 
directors  of  every  company  and  manage  its  affairs  or  supervise 
any  business  transaction  involving  any  portion  of  its  surplus 
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funds,  and  such  power  could  never  be  completely  exercised 
unless  actual  direction  of  them  were  had.  And  it  must  further 
be  understood  that  the  most  stringent  supervisory  control  pos- 
sible cannot  create  honest  and  efficient  officers  out  of  dishonest 
and  incapable  men.  A  department  might  consume  a  year  in  the 
examination  of  a  company  and  find  everything  proper  and  sat- 
isfactory, and  still,  before  the  examiners  had  left  the  building,  dis- 
honest officers  could  seriously  impair  its  assets. 

The  Departments  are  primarily  interested  in  seeing  to  it  that 
every  company  sets  aside  and  maintains  every  reserve  or  trust 
fund  required  by  law ;  that  it  has  ample  legal  assets  for  the  pro- 
tection of  its  policyholders  and  that  they  are  not  impaired ;  and, 
thereafter,  to  compel  compliance  with  every  other  statutory  or 
department  regulation,  and  correction,  restitution  or  punishment 
where  violations  have  been  or  can  be  discovered  by  department 
investigations  conducted  under  the  express  provisions  of  the 
law. 

THE  WITNESS :  I  think  that  is  a  fair  statement  of  the  De- 
partment's position. 

•Q.  Do  you  mean  to  be  understood  as  saying  that  the  polity- 
holders  have  not  lost  anything  by  the  extravagance  in  manage- 
ment that  has  been  disclosed?  A.  When  I  say  poHcyholders  I 
am  talking  of  the  policy  per  se — I  am  not  talking  of  the  expecta- 
tion on  the  gamble  end  of  the  dividend — I  am  talking  about  the 
pure  insurance. 

Q.  I  don't  know  what  you  mean  by  the  policy  per  se.  A 
policyholder  is  not  entitled  to  anything  except  under  his  policy — 
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you  mean  his  death  claim  ?  A.  I  mean  to  say  this :  if  you  take 
out  a  five  thousand  dollar  policy,  that  five  thousand  dollar  policy 
is  protected.  If  you  take  out  that  five  thousand  dollar  policy  ex- 
pecting to  get  $250  of  dividends,  you  have  been  disappointed. 

Q.  You  did  not  mean  then  that  the  policyholders  had  not  in 
fact  lost  money  ?  A.  I  mean  to  say  that  they  have  not  lost  a  dol- 
lar in  the  way  of  pure  insurance — that  is  my  meaning. 

O.  But  they  may  have  paid  too  much  for  it  if  they  don't  gee 
the  returns  which  an  overpaj'ment  would  have  entitled  them  to  ? 
A.  Well,  that  is  a  question  that  has  got  to  be  gone  into. 

Q.  Yes,  and  the  Department  has  never  gone  into  it  ?  A.  The 
Department  has  valued  the  policies  according  to  their  terms. 
The  Department  has,  as  set  forth  there,  never  considered  that 
they  had  a  managerial  institution ;  if  it  has  I  don't  know  how  any 
man  could  ever  perform  the  duties  of  Superintendent  of  Insur- 
ance. 

Q.  I  agree  with  you,  it  is  supervisory.  The  question  is  as  to 
how  far  and  how  careful  its  supervision  should  be.  No'w  with 
regard  to  your  insurance,  in  what  companies  are  you  insured  ? 
A.  Must  I  tell  you  that?  I  have  a  $5,000  policy  in  the  Con- 
necticut Mutual  Life  which  I  took  out  for  the  benefit  of  my 
mother  some  fifteen  years  ago. 

Q.  Are  you  insured  in  any  New  York  company  ?  A.  I  am  not 
insured  in  any  New  York  company.  I  have  a  $S,ooo  policy  in 
the  Mutual  Benefit  of  Newark,  New  Jersey,  which  I  took  out 
for  the  benefit  of  my  mother  some  twenty  years  ago.  They  are 
straight  life  policies,  and  not  limited  payments,  for  $5, 000  each, 
and  they  are  annual  dividend. 
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y.  Did  you  recei\e  any  commissions?  A.  I  did  not.  I  paid 
fnll  commissions  in  Connecticut. 

Q.  You  have  never  been  insured  in  any  New  York  company? 
A.  I  have  never  been  insured  in  any  New  York  company. 

MR.  HUGHES :  That  is  all,  Mr.  Aooleton. 

CLINTON  GILBERT,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows : 

BY  MR.  HUGHES : 

Q.  You  reside  in  the  City  of  New  York?  A.  Yes,  sir. 

Q.  What  is  your  occupation  ?  A.  I  am  a  dealer  in  bank  stocks 
and  stock  companies'  stocks. 

Q.  You  are  an  independent  dealer?  A.  Independent  dealer, 
yes,  sir. 

Q.  Did  you  in  1901  acquire  any  certificates  of  the  stock  of  the 
Lawyers'  Mortgage  Insurance  Company,  which  stood  in  the 
name  of  N.  D.  Putnam,  Jr.  ?    A.  I  did. 

Q.  Will  you  give,  please,  the  numbers  of  the  certificates  and 
dates  and  amounts  and  what  you  paid  for  them?  A.  The  first 
purchase  here  is  June  10. 

Q.  1901?  A.  1901;  a  hundred  shares.  Strong,  Sturgis  & 
Company. 

Q.  Were  Strong,  Sturgis  &  Company  the  persons  through 
v/hom  you  acquired  the  shares  ?  A.  They  were ;  they  were  the 
sellers. 
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Q.  What  was  the  number  of  the  certificate  ?  A.  Five  hundred 
and  thirty-eight. 

Q.  What  did  you  pay  Strong,  Sturgis  &  Company  for  the 
hundred  shares?    A.  i8o. 

Q.  Go  on.    A.  Do  you  wish  to  know  the  name? 

Q.  Yes.    A.  It  came  in  the  name  of  N.  D.  Putnam,  Jr. 

Q.  Go  on.     A.  The  next  date  is  June  I2th. 

Q.  1901?  A.  1901,  one  hundred  shares  from  Strong,  Sturgis 
&  Company  at  180,  certificate  539,  N.  D.  Putnam,  Jr.;  June  iSth, 
fifty  shares.  Strong  Sturgis  &  Company,  price  190,  certificate 
540. 

Q.  Give  the  name?  A.  In  the  name  of  N.  D.  Putnam,  Jr.; 
June  15th,  fifty  shares,  19 — well,  that  came  in  one  certificate  of 
one  hundred  shares,  and  two  separate  purchases,  one  hundred 
shares,  N.  D.  Putnam,  Jr.;  June  i8th,  fifty  shares,  H.  A.  Eaton, 
185,  certificate  771,  N.  D.  Putnam,  Jr.  Do  you  wish  me  to  go 
on  further?  There  are  a  number  of  transactions. 
Q.  Yes.    A.  September  3d. 

Q.  All  those  dates  are  1901  ?  A.  All,  1901,  yes.  September 
3d,  fifty  shares,  Strong,  Sturgis  &  Company  at  185,  and  on  the 
same  date  fifty  shares  from  Strong,  delivered  by  transfer,  Sep- 
tember 20th.  October  22d,  one  hundred  shares,  A.  Iselin  & 
Company,  215  price. 

O.  Two  certificates,  one  No.  740,  fifty  shares  and  one  741, 
fifty  shares,  name,  A.  Iselin  &  Company.  Then,  November  8th, 
ten  shares,  Williamson  and  Squire,  232  Pine,  came  in  the  name 
of  Norton  Squire.  There  are  two  numbers  here— I  think  they 
must  have  been  five  shares  each— 848  and  797.     Then  it  goes  on 
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to — there  is  only  one  other  entry  here,  and  that  is  a  purchase  at 
auction. 

Q.  You  have  given  now  all  the  transactions  in  1901  and  all 
the  transactions  in  certificates  in  the  name  of  N.  D.  Putnam, 
Jr.?    A.  All  that  I  have. 

Q.  Yes,  all  that  you  have  and  all  of  the  transactions  of  pur- 
chases from  Strong,  Sturgis  &  Company?    A.  Yes,  sir. 

Q.  Have  you  a  minute  of  the  transaction  in  certificate  536? 
I  don't  think  you  mentioned  that — do  you  happen  to  have  it? 
A.  536 — what  is  the  date  of  that?    Here  is  538. 

Q.  Not  536.  You  have  no  certificate  in  the  name  of  Mr. 
Cromwell?    A.  No,  sir. 

Q.  Or  of  Mr.  Haven?  A.  No,  sir;  that  is  all  the  books  show, 
all  that  I  have. 

Q.  These  shares  that  you  obtained  from  Strong,  Sturgis  & 
Company,  do  you  remember  selling  them  to  Williamson  & 
Squire  ?  A.  Well,  I  cannot  say  I  have  any  recollection  of  it 
now,  Mr.  Hughes. 

Q.  You  can  verify  it  by  the  record?    A.  I  can  verify  that,  yes. 

Q.  Did  you  give  the  nature  of  the  sales  of  those  securities 
which  you  have  mentioned,  by  you — that  is,  if  you  sold  them  to 
Williamson  &  Squire?  A.  I  bought  them  myself  as  a  dealer, 
you  understand,  and  then  sold  them  after  that. 

Q.  I  know,  but  it  is  a  link  in  the  chain  in  which  we  find  matters 
pertaining  to  insurance  companies  at  either  end,  and  that  is  the 
reason  that  I  ask  you.  Did  you  sell  any  of  those  shares  to 
Williamson  &  Squire?    A.  I  sold  June  14th 

Q.  1901?    A.  1901,  fifty  shares  at  a  hundred  and  ninety. 
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Q.  To  Williamson  &  Squire?    A.  To  Williamson  &  Squire, 

■yes. 

Q.  What  was  the  number  of  that  certificate?  A.  That  was 
No.  769. 

Q.  Yes;  go  on.    A.  In  my  name. 

Q.  Yes.  A.  I  sold,  June  loth,  one  hundred  shares  at  190,  cer- 
tificate No.  767,  in  my  name.  I  sold,  June  14th,  fifty  shares, 
Williamson  &  Squire.  I  am  reading  them  off  as  they  are  found 
— fifty  shares  at  190,  certificate  769  in  my  name.  Then  there  are 
a  number  of  minor  sales  that  I  made. 

Q.  Now,  I  show  you  Exhibit  No.  369,  in  evidence  here,  from 
the  books  of  Williamson  &  Squire,  showing  certain  purchases 
from  you  of  Lawyers'  Mortgage  Insurance  Company's  stock,  to 
wit:  June  13th,  1901,  one  hundred  shares  at  190?    A.  June  13th. 

Q.  Yes.     A.  Yes. 

Q.  Now,  that  was  part  of  the  stock  that  you  bought  from 
Strong,  Sturgis  &  Company?    A.  That  was  part  of  it,  yes,  sir. 

Q.  I  show  you,  June  14th,  one  hundred  shares  of  Lawyers' 
Mortgage  Insurance  Company  at  one  hundred  and  ninety,  pur- 
chased from  you  by  Williamson  &  Squire.  That  was  part  of  the 
stock  which  you  obtained  from  Strong,  Sturgis  &  Company? 
A.  What  is  the  date  of  that,  please? 

Q.  June  14th?  A.  June  14th.  I  assume  that  is  part  of  it. 
Of  course  there  are  other  shares  that  I  held  at  the  time.  I  may 
have  delivered  some  of  those  others  or  that  particular  lot — I 
don't  know. 

Q.  And  I  find,  June  i8th,  1901,  there  was — what  was  the  num- 
ber of  the  certificate  in  that  last  hundred  shares?  A.  Number 
of  certificate  June  13th? 
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Q.  June  14th?    A.  769. 

Q.  Now,  on  June  i8th,  1901,  it  appears  from  Williamson  & 
Squire  books  that  they  bought  from  you  fifty  shares  of  Lawyers' 
Mortgage  Insurance  Company  at  190?  A.  June  i8th,  that  is 
right. 

Q.  And  what  was  the  number  of  that  certificate?    A.  765. 

Q.  That  was  part  of  those  you  had  acquired  from  Strong, 
Sturgis  &  Company?    A.  I  assume  so,  yes. 

Q.  I  find  on  September  23d,  1901,  one  hundred  shares  pur- 
chased by  Williamson  &  Squire  from  you  at  200?  A.  Septem- 
ber 23d? 

Q.  Yes.    A.  Forty  seven  and  a  half  shares  my  book  states. 

Q.  Are  there  not  additional  purchases  to  make  that  up?  A. 
All  I  know  is  the  entry.    I  know  nothing  more. 

Q.  You  find  an  entry  of  forty-seven  and  a  half  shares?  A. 
September  23d,  fifteen  shares — that  would  be  sixty-two  and  a 
half  shares. 

Q.  So  your  transaction  was  that  you  bought  at  the  dates  you 
have  described  in  1901  certain  shares  from  Strong,  Sturgis  & 
Company  and  from  Iselin  &  Company,  and  that  during  June  and 
also  in  September,  1901,  you  sold,  as  you  have  described,  certain 
of  the  shares  to  Williamson  &  Squire?    A.  Yes. 

MR.  HUGHES :  That  is  all,  Mr.  Gilbert. 

LOUIS  F.  PAYN,  called  as  a  witness,  being  duly  sworn,  tes- 
tified as  follows: 
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BY  MR.  HUGHES: 

Q.  You  were  at  one  time  Superintendent  of  Insurance  of  the 
State  of  New  York?    A.  Yes,  sir. 

O.  During  how  many  years  were  you  Superintendent?  A. 
Three  years,  about. 

Q.  When  were  you  appointed?    A.  1897. 
Q.  And  you  went  out  of  office  in  January,  1900?    A.  Febru- 
ary, I  think. 

Q.  February,  1900.  Had  you  had  any  connection  with  any  in- 
surance companies  prior  to  the  time  of  your  appointment?  A. 
No,  sir. 

Q.  It  appears  by  the  list  of  Insurance  Department  employes 
which  has  been  furnished  by  the  Department  that  you  procured 
the  appointment  of  a  number  of  confidential  examiners.  I  will 
show  you  the  list  furnished  by  the  Department,  with  the  dates. 
Take,  for  example,  F.  H.  Parker,  appointed  January  ist,  1899 — 
who  recommended  his  appointment?    A.  I  don't  remember. 

Q.  William  Leary,  August  ist,  1898?  A.  Well,  I  think  there 
were  several  newspaper  men  asked  for  him. 

Q.  F.  C.  McArthur,  May  ist,  1898?  A.  I  think  some  people 
at  his  home. 

Q.  Where  was  he  from?    A.  From  Hudson. 
Q.  Was  he  a  personal  appointment  of  yours?     A.  Yes,  sir. 
Q.  Well,  of  course,  all  appointments  are  made  by  you  direct- 
ly— I  mean  to  say  whether  he  was  appointed  by  you  on  the  rec- 
ommendation of  someone  else  or  on  your  own  instance  exclu- 
sively?   A.  Several  from  his  city— I  don't  remember. 
Q.  Mr.  J.  S.  Andrews?    A.  I  do  not  recall  him  at  all. 
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0.  Appointed  January  ist,  1899— do  you  know  where  he  was 
from  ?  A.  I  think  he  was  appointed  by  me — 1899.  I  don't  re- 
member anything  about  it.  I  assume,  without  knowing,  that 
on  the  Hst  at  the  Department  the  names  stand  opposite. 

Q.  Is  that  so?  I  did  not  know  that.  A.  I  think  so.  Is  that 
so,  Mr.  Appleton? 

MR.  APPLETON:  What  is  that? 

MR.  HUGHES:  Mr.  Payn  states  that  the  recommendations 
or  the  person  suggesting  the  appointment  of  the  persons  ap- 
pointed by  the  Department  appear  on  the  list. 

MR.  APPLETON:  He  is  mistaken  about  that. 

Q.  Mr.  R.  A.  Elmer,  appointed  June  7th,  1889,  who  recom- 
mended his  appointment?    A.  I  cannot  remember. 

Q.  Mr.  I.  Fulde,  appointed  June  7th,  1899?  A.  I  don't  re- 
member. 

Q.  Mr.  F.  B.  Mitchell?  A.  If  Mr.  Appleton  will  tell  me 
where  those  people  are  from  perhaps  I  might  remember  some- 
thing about  it. 

Q.  Any  information  Mr.  Appleton  can  give  I  shall  be  glad  to- 
have  given  you.    You  don't  recall  him  at  all  ?    A.  I  do  not. 

Q.  Did  you  appoint  any  confidential  examiner  who  had  been 
recommended  for  appointment  by  any  insurance  company?  A. 
I  never  did. 

Q.  Or  anyone  connected  with  any  insurance  company?  A. 
Not  to  my  knowledge.    No  man  would  have  obtained  any  con- 
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sideration  if  I  had  known  that  he  was  directly  or  indirectly  con- 
nected with  an  insurance  corporation. 

Q.  Did  you  examine  the  persons  who  were  in  the  Depart- 
ment when  you  took  office  to  ascertain  whether  they  had  had 
any  relations  with  any  insurance  companies.    A.  I  never  did. 

Q.  Did  you  know  the  affiliations  of  Mr.  John  J.  Cunningham? 
A.  I  found  Cunningham — I  remember  who  he  is;  he  was  in  the 
office  down  here.  I  found  him  there  when  I  came  in  the  De- 
partment. 

Q.  Did  you  look  up  his  record  to  see  what  his  relations  had 
been  before  he  became  associated  with  the  Department?  A.  I 
never  did,  and  don't  know  now. 

Q.  What  led  to  the  appointment  of  a  number  of  confidential 
examiners  during  your  term  of  office — there  appear  to  have 
been  seven  appointed  during  that  time  ?  A.  If  you  will  look  at 
the  record,  you  will  find  that  we  examined  a  great  many  com- 
panies during  my  administration,  and  we  had  to  have  an  in- 
creased number  of  examiners  to  do  the  work. 

Q.  Was  it  your  opinion  while  you  were  Superintendent  that 
your  force  of  examiners  was  adequate  for  the  purpose  of  a  thor- 
ough examination  ?  A.  Well,  I  don't  know  that  I  had  an  opin- 
ion.   I  came  into  that  department — if  you  will  excuse  me 

Q.  Certainly.     A.  without  any   knowledge  of  insurance 

whatever.  Perhaps  I  had  a  little — ^very  little — when  I  went  out, 
and  so  far  as  the  examining  of  companies  was  concerned,  1 
adopted  the  same  theory  that  had  been  in  vogue  since,  so  far  as 
I  know,  since  there  was  an  Insurance  Department. 

Q.  What  was  that  theory  that  you  adopted?     A.  That  so 
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far  as  the  examination  of  companies  was  concerned  that  the 
chief  examiner  had  charge  of  that, 

Q.  You  relied  upon  him?    A.  Absolutely. 

Q.  Did  you  give  him  instructions  as  to  what  he  should  or 
should  not  examine?     A.  No,  I  did  not. 

Q.  Did  you  endeavor  to  direct  his  attention  to  particular 
matters  which  in  your  judgment  required  consideration?  A. 
No,  I  did  not. 

Q.  You  left  him  free?    A.  Yes. 

Q.  Well,  how  did  you  then  direct  the  work  of  the  Depart- 
ment in  matters  of  examination  or  didn't  you  assume  the  di- 
rection of  them?  A.  I  did  not.  The  same  ideas  were  fol- 
lowed out  that  had  been  in  vogue  I  think  for  all  time,  ever 
since  there  was  a  department. 

Q.  Did  you  know  William  H.  Buckley?    A.  Yes. 

Q.  Was  he  made  your  private  secretary?     A.  No,  sir. 

Q.  Had  he  been  private  secretary  to  your  predecessor?  A. 
I  am  of  the  opinion  that  he  had  but  I  am  not  sure  about  it. 

Q.  You  made  him  third  deputy,  did  you  not?  A.  I  think 
he  was  third  deputy  when  I  went  there.  Let  me  tell  you,  Mr. 
Hughes,  I  did  not  know  one  single  man  in  the  Insurance  De- 
partment when  I  took  possession  of  it. 

Q.  And  you  did  not  know  him  or  his  relations  to  any  in- 
surance company?     A.  I  did  not — no,  sir. 

O.  Whether  he  had  any.  You  have  said  that  you  made 
a  number  of  examinations  during  your  term  of  office.  Here 
is  a  record  furnished  by  the  Department  of  the  life  insurance 
companies  examined  during  the  last  ten  years.  If  you  will 
look  at  that  please.     Did  you  examine  during  your  term  of 
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office  the  Equitable  Life?  A.  Yes,  I  remember  that  distinctly. 
Q.  Aren't  you  mistaken  about  that?  If  you  will  look  at  the 
list  furnished  by  the  Department  under  the  heading  of  "Equit- 
able" do  you  find  any  record  of  an  examination  between  1897 
and  1901?  A.  No,  I  do  not.  Probably,  as  this  record  is  cor- 
rect, I  may  be  mistaken. 

O.  Then  you  were  inaccurate  in  your  recollection  a  moment 
ago?    A.  Yes. 

Q.  What  made  you  think  you  had  examined  the  Equitable? 
A.  Well,  I  thought  we  had  examined  almost  all  the  companies 
in  New  York. 

Q.  Did  you  examine  the  Germania?    A.  Well.  I  think  so. 
Q.  Before  you  give  your  unaided  recollection,  Air.  Payn,  you 
may  find  it  convenient  to  look  at  the  record.     A.  Yes- 
Q.  In  what  year?     A.  No,  we  did  not. 

Q.  You  did  not  examine  the  Germania  during  your  admin- 
istration?    A.  No. 

Q.  Did  you  examine  the  Home?    A.  No. 

Q.  Did  you  examine  the  Manhattan?     A.  No. 

Q.  Did  you  examine  the  Metropolitan?    A.  No. 

Q.  Did  you  examine  the  United  States?    A.  No. 

Q.  Did  you  examine  the  Washington?    A.  No. 

Q.  Now,  taking  up  sorne  others  in  the  year  1897,  you  did 
examine  the  American  Union  Life  Insurance  Company,  did 
you  not?    A.  I  don't  know. 

Q.  You  did  examine  the  American  Union  Life  Insurance, 
Company?    A.  Yes,  sir. 

Q.  And  you  examined  the  Provident  Savings?    A.  Yes,  sir. 
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Q.  And  those  are  the  only  two  life  insurance  companies  that 
were  examined  in  the  year  1897?     A.  Yes,  sir. 

Q.  Now,  you  weie  led  to  examine  the  Provident  Savings 
by  reason  of  reports  with  regard  to  certain  transactions  in  con- 
nection with  its  stock,  were  you  not?  A.  Well,  now,  Mr. 
Hughes,  I  have  not  the  slightest  idea  what  the  Provident  Sav- 
ings is  or  where  they  are  located  or  anything  about  it. 

Q.  You  don't  remember  anything  about  them?  A.  Not  a 
thing.  Do  you  remember,  it  is  six  years  since  I  left  that  De- 
partment. 

Q.  Yes.  A.  I  have  never  given  ten  minutes  thought  to  any 
kind  of  insurance  from  that  time  to  this  and  1  am  a  Tery  busy 
man,  plenty  to  do  day  and  night  all  the  while. 

Q.  And  this  date  I  called  your  attention  to, is  some  years 
prior  to  that  event?     A.  Yes. 

Q.  So  that  it  is  a  matter  of  nearly  nine  years  ago?     A.  Yes. 

Q.  But  in  order  that  we  may  have  the  benefit  of  any  recol- 
lection you  happen  to  have  upon  the  point  I  asked  the  question. 
You  don't  remember  anything  about  that  company?  A.  I  do 
not. 

Q.  Well,  perhaps  I  can  bring  it  to  your  recollection.  Do 
you  remember  that  there  were  reports  that  the  stock  had  been 
obtained  by  loans  of  money  which  had  been  taken  up  by  the 
companj'  and  that  in  an  indirect  way  the  company  had  to  a 
very  large  extent  practically  furnished  the  money  for  the  ac- 
quisition of  its  stock  and  that  the  loans  were  worthless — does 
that  bring  it  to  your  memory  at  all?    A.  No,  it  does  not. 

Q.  Don't  remember  anything  about  it?    A.  No. 

Q.  Well,  do  you  happen  to  remember  your  course  of  pro- 
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•cedure  in  regard  to  reports  made  by  the  chief  examiner  on  ex- 
aminations— did  you  go  over  the  matters  for  the  purpose  of 
ascertaining  whether  his  conclusions  were  just  or  not?  A. 
When  the  examiner  made  his  reports  to  me  I  always  read  them 
■over. 

D.  Did  you  talk  to  him  in  regard  to  the  matter — in  regard 
to  the  reports?     A.  Yes. 

Q.  Well,  now,  in  connection  with  this  Provident  Savings' 
did  you  make  or  do  you  recall  making  any  representation  to 
the  Attorney  General  as  to  the  situation  with  reference  to  the 
stock?     A.  I  do  not. 

Q.  You  don't  remember  anything  about  that?  A.  I  don't 
remember. 

Q.  Now,  in  1898  you  examined  the  Mutual  Reserve  and  in 
the  same  year  you  examined  the  Security  Mutual,  did  you  not? 
A.  Perhaps — which  is  the  Security  Mutual? 

Q.  The  Binghamton  Company?    A.  Yes. 

Q.  And  those  were  the  only  two  examinations  of  life  com- 
panies which  you  made  in  1898?     A.  Yes. 

Q.  Do  you  recall  what  led  to  the  making  of  the  examination 
of  the  Mutual  Reserve?    A.  In  1898? 

Q.  Yes.  A.  Oh,  various  reports  of  the  fact  that  they  were 
■doing  crooked  work. 

Q.  And  do  you  remember  what  led  to  the  examination  of 
the  Security  Mutual?    A.  I  do  not. 

,Q.  1899  was  a  year  in  which  you  made  a  number  of  examina- 
tions. There  was  an  examination  of  the  Mutual— you  recall 
that?    A.  Yes. 

O.  What  was  it  that  led  to  the  examination  of  the  Mutual? 
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A.  A  request  from  Mr.  McCurdy  that  we  should  go  in  and  ex- 
amine them. 

Q.  Do  you  know  what  led  Mr.  McCurdy  to  make  such  a 
request — that  was  rather  unusual,  wasn't  it?  A.  Well,  per- 
haps unusual.  I  think  that  he  had  been  in  correspondence 
with  some  Western  departments  and  I  think  that  he  was  afraid 
of  some  of  those  people. 

Q.  Some  of  the  commissioners?     A.  Yes. 

Q.  They  were  right  on  here,  weren't  the^?  A.  No,  they 
were  not  here  when  we  went  in  there. 

Q.  Go  on,  Mr.  Payn.  A.  Well,  we  went  in  and  made  an  ex- 
amination of  the  company. 

Q.  What  was  he  afraid  of?  A.  Oh,  I  cannot  tell  what  he 
was  afraid  of, 

Q.  Well,  you  suggested  that  you  thought  he  was  afraid  of 
some  of  them — afraid  of  what?  A.  All  these  great  corpora- 
tions are  afraid  of  not  only  trick  legislation  in  every  State,  but 
there  are  some  of  these  insurance  departments  that  they  are 
afraid  of  who  will  come  here  to  strike  them,  and  there  is  plenty 
of  agents — insurance  agents  and  actuaries  that  are  striking 
these  companies  continuously — so  I  am  informed  and  believe — 
and  they  are  cowardly. 

Q.  You  mean  the  companies?  A.  I  mean  the  companies. 
Those  people  came  here  after  we  were  in  there  and  desired  to 
make  a  joint  examination  of  that  corporation,  which  the  De- 
partment had  never  done  in  this  State — no  joint  examination 
as  I  was  informed  had  ever  been  made ;  but  we  allowed  those 
men  to  select  their  own  examiners — there  were  seven  or  eight 
of  them — select  their  own  examiners  and  go  through  that  cor- 
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poration  with  my  examiners  and  see  everything  that  was  done 
by  my  men,  but  of  course  I  could  not  let  them  sign  the  report ; 
but  they  had  every  advantage  that  we  had  in  that  company. 

Q.  Why  were  you  called  in  on  account  of  this  fear  that  Mr. 
McCurdy  had — how  could  you  assist  him  at  all?  A.  I  could 
not  assist  him. 

Q.  How  could  you  be  of  service  in  dissipating  his  fear?  A. 
Well,  I  don't  know  except  that  I  do  know  this,  that  two  com- 
missioners, from  two  different  States,  could  not  examine  a 
company  at  the  same  time. 

Q.  So  that  the  transaction  really  was  that  Mr.  McCurdy  re- 
quested an  examination  by  the  New  York  Department  and 
you  went  down  there  and  took  charge  and  told  the  other  com- 
missioners that  you  were  in  charge?     A.  No — no. 

Q.  That  is  not  right?  A.  They  did  not  come  here  until 
the  next  week  after  I  had  taken  possession. 

Q.  When  they  came  here  they  found  you  in  charge?  A. 
When  they  came  here  they  went  over  there  to  Mr.  McCurdy 
and  there  was  a  room  assigned  to  them  there — I  don't  know 
by  whom,  and  they  appointed  a  committee  to  wait  on  me  at 
my  office. 

Q.  Why  should  they  have  appointed,  anyone  to  wait  on  you 
because  you  were  in  charge  examining?  A.  I  was  Superin- 
tendent of  Insurance  and  was  in  charge  of  that  insurance  cor- 
poration. 

Q.  Well,  of  course,  they  were  entitled  to  make  an  examina- 
tion, were  they  not?     A.  No,  they  were  not. 

O.  Well,  they  had  the  power  to  discontinue,   I   suppose,  the 
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privilege  of  the  company  to  do  business  in  their  jurisdiction: 
if  the  company  did  not  submit?     A.  Oh,  certainly. 

Q.  So  in  that  sense  they  had  power;  and  when  they  came: 
here  you,  at  Mr.  McCurdy's  invitation,  were  conducting  an  ex- 
amination and  SG  informed  them?     A.  Yes,  sir. 

Q.  And  you  informed  them  that  the  policy  of  your  depart- 
ment had  not  been  to  engage  in  joint  examinations  but  that: 
they  could  detail  certain  persons  to  go  in  with  your  examiner 
and  see  all  that  he  saw?     A.  Yes. 

Q.  How  many  commissioners  were  there  who  were  seeking; 
this  examination?     A.  I  cannot  tell. 

Q.  A  number  of  them?    A.  I  should  say  seven  or  eight. 

Q.  Seven  or  eight,  how  extensive  was  that  examination?  A. 
Well,  it  was  the  regular  examination  that  Vanderpoel  has  gone- 
through  with  every  company  that  he  has  examined,  and  no  further. 

Q.  And  when  you  say  "no  further"  you  have  in  mind  a  line 
drawn  where?  A.  You  would  get  a  better  answer  from  Van- 
derpoel than  you  would  from  me.     I  cannot  quite  tell. 

Q.  We  have  had  his  testimony.  I  wanted  to  get  your  point 
of  view  as  Superintendent?  A.  Well,  it  is  the  same  examina- 
tion that  has  been  made,  I  suppose,  for  the  last  fifty  years  irv 
this  State. 

Q.  An  examination  to  determine  solvency?  A.  Yes,  that 
is  about  it. 

Q.  And  not  an  examination  into  the  conditions  of  manage-- 
ment?    A.  Not  at  all. 

Q.  Not  an  examination  with  a  view  of  detecting  extrava- 
gance?   A.  Not  at  all. 

Q.  Not  an  examination  with  a  view  of  ascertaining  whether 
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policyholders  are  getting  proper  returns  in  dividends?     A.  No, 
sir. 

O.  Or  whether  there  has  been  a  proper  distribution  of  sur- 
plus?   A.  No,  sir. 

O.  Or  whether  officers  are  obtaining  moneys  to  which  they 
are  not  justly  entitled?     A.  No. 

Q.  Now,  did  it  ever  occur  to  you  while  you  were  Superin- 
tendent that  an  examination  ought  to  be  made  of  such  a  con- 
cern as  the  Mutual  Life  to  see  if  the  administrations  are  econo- 
mical and  trustworthy?  A.  No,  it  never  occurred  to  me — this 
is  the  fact,  that  they  were  constantly,  you  understand  of  course, 
they  have  to  pay  the  expenses  of  these  examinations,  paid  by 
these  corporations,  and  there  was  constant  fault  finding  with 
the  expenses  of  the  examinations  Now,  of  course,  if  we  had 
gone  further  we  could  have  made  the  expense,  and  we  should 
have  to  if  we  were  going  to  do  all  that  I  hope  this  Committee 
will  do  through  the  Legislature.  It  would  cost  a  million  and 
a  half  or  two  millions  of  dollars  in  a  year  in  my  estimation. 

Q.  Well,  now,  let  us  see.  Would  it  have  cost  you  much 
more  to  have  gotten  a  statement  of  salaries?  A.  Possibly  not, 
but 

Q.  Would  it  have  cost  you  anything  more  to  see  the  insur- 
ance contracts?  A.  No,  but  I  would  not  think  myself,  Mr. 
Hughes,  that  we  had  any  right  under  the  law  and  existing  cir- 
cumstances to  go  into  that  matter  at  all. 

Q.  Do  you  mean  now  when  you  say  that  to  put  the  emphasis 
on  the  law  or  on  the  existing  circumstances?     A.  Well,  both. 

Q.  What  do  you  mean  by  existing  circumstances?  A.  Well, 
I  understand  that  those  corporations  have  a  Board  of  Direc- 
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tors  who  can  be  made  responsible  for  all  the  acts  of  everybody 
there,  and  I  understand  that  the  Legislature  has  the  power 
to  throw  around  safeguards  and  fix  salaries  if  they  see  fit.  I 
do  not  think  that  the  Superintendent  of  Insurance  under  exist- 
ing laws  has  any  such  power. 

Q.  Did  you  have  in  mind  at  the  time  that  this  examination 
was  conducted  that  you  were  empowered  to  demand  informa- 
tion such  as  would  seem  to  you  best  adapted  to  elicit  a  true 
exhibit  of  their  condition  ?     A. .  No,  I  do  not 

Q.  .Or  a  true  statement  of  their  operations  and  transactions? 
A.  I  don't  know;  I  don't  know  what  I  thought  eight  or  nine 
years  ago  in  regard  to  it.  I  have  not  thought  of  it  since  I  left 
the  insurance  department. 

Q.  Do  you  remember  at  the  time  of  this  examination  that 
some  of  the  commissioners  from  other  States  were  desirous  of 
prying  into  some  of  the  agency  contracts  of  the  Mutual,  and 
that  objection  was  made  to  their  disclosure  on  the  part  of  the 
management?    A.  I  do  not  know  anything  in  regard  to  that. 

Q.  That  never  came  to  your  attention?    A.  No,  sir. 

Q.  You  knew  Andrew  C.  Fields?    A.  Oh,  yes. 

Q.  How  long  had  you  known  him?  A.  Oh,  perhaps  four 
or  five  years.  I  have  no  acquaintance  with  him,  if  that  is  what 
you  mean.  I  know  him  when  I  see  him  as  I  know  half  a  dozen 
other  men. 

Q.  How  did  you  become  acquainted  with  him  or  so  as  to 
know  him?  A.  I  really  don't  know  where  and  when  I  met 
him.     I  remember  I  was  introduced  to  him  somewhere. 

Q.  You  were  familiar  with  the  fact  that  insurance  companies 
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endeavor  to  protect  themselves  against  hostile  legislation  ?    A. 
Beyond  a  question. 
Q.  And  had  done  so  for  many  years?    A.  Yes. 

Q.  And  that  they  maintained  bureaus  of  information  for  that 
purpose?    A.  Yes. 

A.  And  that  they  endeavored  to  become  posted  with  regard 
to  bills  introduced?    A.  Yes,  sir. 

Q.  And  to  throw  the  weight  of  their  influence  against  meas- 
ures which  they  thought  would  be  detrimental  to  their  inter- 
ests?   A.  Yes. 

Q.  You  knew  that  Mr.  Fields  had  charge  of  that  for  the 
Mutual?  A.  Well,  I  knew  he  was  connected  with  the  Mutual, 
and  I  assumed — I  did  not  know — that  he  represented  them  in 
that  sort  of  business. 

Q.  Well,  did  you  know  that  he  maintained' a  house  at  Albany 
for  his  convenience  in  that  work?  A.  I  never  knew  that  until 
last  spring. 

Q.  Did  it  ever  occur  to  you  to  inquire  in  your  examination  of 
the  Mutual  in  the  effort  to  ascertain  how  much  money  they 
were  spending  in  that  sort  of  work?    A.  No,  it  never  did. 

Q.  Did  you  know  that  Mr.  Fields  was  at  the  head  of  the  sup- 
ply department  of  the  Mutual?  A.  I  did  not  know  that.  I  knew 
it  after  it  was  brought  out  here  in  evidence — never  before. 

Q.  Well,  as  Superintendent  of  Insurance  did  it  occur  to  you 
that  you  could  profitably  determine  the  amount  of  money  which 
was  being  expended  on  the  pretext  of  protecting  policyholders 
^against  inimical  legislation  and  to  ascertain  whether  it  exceeded 
the  bounds  of  propriety  and  cause  a  loss  to  poHcyholders  ?  A. 
No. 
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Q.  You  never  went  into  that  at  all?  A.  I  never  went  into 
that  at  all. 

Q.  Did  you  examine  into  the  legal  expenses  of  the  Mutual? 
A.  Never. 

Q.  Or  into  any  expense  that  they  incurred  in  this  or  other 
states  in  connection  with  matters  of  legislation?    A.  No. 

Q.  Did  you  examine  or  did  you  give  instructions  that  their 
voucher  system  should  be  examined  to  see  whether  moneys  were 
disbursed  upon  proper  vouchers?  A.  I  never  did.  That  was 
left  entirely  to  the  Chief  Examiner. 

O.  Well,  apart  from  your  technical  acquaintance  with  insur- 
ance matters,  and  in  view  of  your  wide  experience  in  the  State, 
did  it  not  occur  to  you  to  instruct  the  Chief  Examiner  to  make 
a  special  examination  of  the  Mutual  on  those  matters?  A.  It 
never  did. 

O.  In  the  year  1899  you  examined  the  New  York  Life  as  well, 
I  believe?    A.  Yes. 

Q.  That  company  had  not  been  examined  since  1895?  A. 
Yes. 

Q.  Did  you  give  instructions  for  the  examination  of  the  New 
York  Life,  according  to  the  same  principles — methods?  A. 
Yes.  I  don't  know  why  we  went  in  there,  except  it  had  not 
been  examined  in  four  or  five  years. 

Q.  Did  you  know  Mr.  Hamilton?    A.  You  mean? 

Q.  Andrew  Hamilton?    A.  Oh,  very  well. 

Q.  How  long  have  you  known  him  ?  A.  I  have  known  him, 
to  have  a  speaking  acquaintance  with  him  when  I  met  him,  for 
seven  or  eight  years. 

Q.  Did  you  know  the  work  that  he  was  engaged  in  for  the 
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New  York  Life?    A.  I  did  not  know  anything  about  it,  but  I 
guessed — I  thought  I  could  guess  pretty  close. 

Q.  What  enabled  you  to  guess;  what  had  been  brought  to 
your  attention  which  gave  you  an  idea  of  that?  A.  I  knew  that 
he  was  employed  at  the  ofifice  of  the  New  York  Life,  and  while 
he  appeared  here  and  there  occasionally  in  legitimate  matters,  I 
concluded  that  there  were  more  things  that  he  had  to  do  than 
I  knew  about. 

Q.  What  gave  you  that  impression?  A.  Well,  just  as  I  have 
told  you,  that  gave  it  to  me,  knowing  that  he  was  there  almost 
continuously.  Of  course,  there  was  more  than  that.  He  went 
to  Texas — that  was  the  rumor — "Hamilton  has  gone  to  Texas," 
and  then  you  would  hear  of  him  in  Kansas  and  then  in  Illinois, 
all  over  the  country,  so  it  didn't  take  a  fellow  very  long  to  put 
this  and  that  together  and  make  up  his  mind  what  there  was  of  it. 
Q.  Yes.  Now  having  that  idea,  when  you  had  the  New  York 
Life  examined  in  1899,  didn't  it  occur  to  you  that  it  would  be  a 
good  thing  to  see  how  much  money  the  New  York  Life  was 
putting  into  that  sort  of  work  ?  A.  No,  Mr.  Hughes,  it  did  not 
occur  to  me  at  that  time,  and  I  probably  would  not  have  looked 
at  it  as  some  other  people  would,  because  I  am  of  the  belief  that 
all  great  corporations,  whether  they  are  insurance  or  railroad, 
are  subject  to  just  such  taxes  as  that,  and  that  they  pay  them 
all  right. 

Q.  You  mentioned  a  little  while  ago  that  some  insurance  peo- 
ple were  cowardly?  A.  Well,  generally — on  general  principles 
capital  is  always  cowardly. 

Q.  Well,  this  is  a  case  of  other  people's  capital  in  the  insur- 
ance business?    A.  Yes. 
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Q.  In  many  cases?  A.  I  don't  know  whether  they  think  so 
or  not,  from  the  way  they  have  been  doing. 

Q.  But  the  point  is  this:  Conceive  of  an  insurance  company 
■doing  a  regular  insurance  business  on  straight  lines  without  im- 
proper extravagances,  and  without  affording  improper  oppor- 
tunities to  those  connected  with  them,  with  hundreds  of  thou- 
sands of  policyholders  interested  in  their  welfare  and  exacting 
returns  over  and  above  what  may  be  expected  to  be  found  the 
cost  of  obtaining  insurance — now,  do  you  think  that  they  have 
any  reason  to  fear  any  legislation  that  is  really  hostile,  if  they 
take  means  to  bring  the  matter  to  pubHc  attention  ?  A.  I  don't 
think  that  would  help  them  much. 

Q.  To  bring  it  to  public  attention  ?    A.  No. 

Q.  You  think  that  measures  that  were  really  injurious  to  the 
interests  of  policyholders  could  survive  a  fair  argument  by  a 
company  that  was  able  to  make  a  fair  and  open  fight  upon  the 
question?     A.  Yes. 

O.  You  do?  A.  Yes.  I  think  that  you  have  got  to  depend 
upon  the  Chairman  and  the  Committee  to  formulate  such  a  bill 
as  will  prevent  all  this  thing. 

Q.  Have  you  any  suggestions  to  make  in  that  direction?  A. 
No,  but  I  will  be  very  glad  if,  when  I  have  an  opportunity  to  re- 
flect, I  will  be  very  glad  to  co-operate  with  this  committee  or 
assist  them  in  any  way  I  can. 

Q.  You  think  it  ought  to  be  stopped?  A.  I  know  it  ought,  I 
don't  think  anything  about  it— and  I  think  it  can  be. 

Q.  Yes.  Now,  didn't  you  have  the  same  views  when  you  were 
Superintendent?    A.  Yes,  sir. 

Q.  Didn't  you  realize  that  one  of  your  duties  was  to  get  the 
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information  and  recommend  to  the  Legislature  such  legislation 
as  might  be  important  to  meet  existing  conditions?  A.  At  every 
session  of  the  Legislature  while  I  was  Superintendent  I  made 
such  recommendations  as  occurred  to  me  to  be  proper. 

O.  Didn't  this  matter  occur  to  you  ?    A.  No. 

Q.  Well,  knowing  Mr.  Hamilton,  and  assuming  as  you  did 
the  nature  of  the  work  in  which  he  was  engaged,  why  didn't 
you  look  into  the  expense  account  of  the  New  York  Life,  to  see 
if  you  could  not  bring  about  such  a  change  of  affairs  as  would 
put  an  end  to  matters  of  that  sort?  A.  The  New  York  Life 
was  not  alone. 

Q.  Well  you  were  examining  the  Mutual  the  same  year  and 
you  had  a  chance  with  both  of  them?    A.  Yes. 

Q.  Suppose  you  had  exposed  the  Hamilton  and  Fields  mat- 
ters at  that  time,  taking  the  powers  that  you  possess  as  Super- 
intendent of  Insurance  to  get  the  requisite  information — do  you 
not  think  that  publicity  would  have  had  quite  as  important  an 
effect  as  that  which  has  followed  upon  the  disclosures  before 
this  Committee?    A.  No,  you  couldn't  do  it. 

Q.  Why  not  ?    A.  It  would  be  too  expensive. 

Q.  Do  you  think  it  would  have  greatly  increased  the  labors 
of  the  Chief  Examiner  ?    A.  Very  much. 

Q.  Did  it  occur  to  you  to  call  for  either  Mr.  Hamilton  or  Mr. 
Fields  and  subject  them  to  examination?    A.  No. 

Q.  Or  Mr.  McCurdy?    A.  No. 

Q.  On  the  voucher  system  ?    A.  No. 

Q.  Well,  to  make  a  long  examination  short,  the  real  point  was 
that  all  that,  on  account  of  the  traditions  of  the  office,  was  out 
of  your  view  at  that  time  ?    A.  Yes. 
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Q.  And  the  matter  of  any  reform  in  that  direction  had  not 
occurred  to  your  mind?    A.  No,  sir,  it  had  not. 

Q.  Although  now  it  has  occurred,  you  see  the  wisdom  of  it? 
A.  Yes,  sir,  I  do. 

Q.  In  connection  with  the  New  York  Life  or  Mutual,  was 
any  examination  made  with  regard  to  dividends  paid,  the  way  in 
which  deferred  dividends  were  calculated  or  distributions  made  to 
policyholders?     A.  No. 

Q.  Now,  it  may  be  a  fair  thing  to  ask  you,  Mr.  Payn,  whether  at 
that  time  you  had  any  idea  as  to  what  should  be  done  by  the  com- 
pany.    You  had  not  made  any  study  of  that,  had  you  ?     A.  No. 

Q.  Was  there  anybody  in  the  Department  who  brought  that  to 
your  attention  and  suggested  to  you  that  it  should  be  inquired 
into  ?     A.  I  do  not  think  so. 

Q.  Had  you  heard  of  the  difficulties  that  the  New  York  Life 
had  had  in  Prussia?     A.  Why,  yes;  oh,  yes,  sir. 

Q.  Had  that  suggested  to  you  the  importance  of  looking  up  the 
sort  of  supervision  which  it  was  subjected  to  by  that  government, 
to  see  if  any  light  could  be  thrown  upon  our  methods  here  ?  A.  It 
never  did. 

Q.  You  examined  the  Mutual  Reserve  again  in  1899,  did  you 
not?    A.  Yes,  sir. 

Q.  How  did  you  happen  to  examine  it  again  in  1899  after  hav- 
ing examined  it  in  1898?  A.  Oh,  from  information  that  was  re- 
ceived at  the  Department. 

Q.  Was  that  due  to  charges  that  were  filed  against  the  manage- 
ment? A.  Oh,  there  were  charges — there  were  always  charges 
filed,  letters  being  written  to  the  Department  about  the  Mutual 
Reserve  by  policyholders  and  so  forth,  all  through  the  year. 
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Q.  Was  there  a  special  series  of  charges  with  regard  to  the  man- 
agement of  the  company  ?    A.  Yes,  there  were. 

Q.  Did  you  have  any  interviews  with  persons  connected  with 
the  company  in  regard  to  those  matters  ?    A.  Yes,  sir. 

Q.  With  whom?  A.  Well,  there  was  a  split  in  the  company. 
It  was  the  case  of  a  house  being  divided,  you  know,  and  there  were 
charges  made  back  and  forth,  and  law  suits,  and  so  forth.  I  do 
not  remember  very  much  about  it,  and  I  did  not  think  very  much 
about  it  at  the  time  because  I  had  just  about  as  much  respect  for 
one  of  them  as  I  did  for  the  other. 

Q.  And  you  had  examined  the  Mutual  Reserve  sufficiently  the 
year  before  to  be  apprised  of  the  extreme  necessity  of  careful  and 
honest  management  in  the  case  of  that  company  ?     A.  Yes. 

Q.  I  think  you  stated  in  one  of  your  earlier  reports  that  they 
had  started  upon  an  improper  basis  with  reference  to  the  amount 
of  their  assessments,  and  that  they  had  been  compelled  to  make 
changes  which  the  policyholders  did  not  understand  ?     A.  Yes. 

Q.  All  those  matters  made  it  necessary  that  they  should  have  a 
peculiarly  effective  and  straightforward  management  ?     A.  Yes. 

Q.  Now,  was  there  anything  outside  of  these  charges  against 
the  management  which  led  to  your  examination  in  1899?  A.  No ; 
not  that  led  to  it. 

Q.  Well,  when  you  went  into  the  examination  did  you  examine 
to  ascertain  the  truth  of  these  charges?  A.  I  believe  they  did; 
yes,  sir. 

Q.  Did  you  do  it  personally  ?     A.  No,  I  did  not,  sir. 

Q.  Did  you  instruct  your  chief  examiner  to  do  it  ?    A.  I  did. 

Q.  How  far  did  you  instruct  him  to  go  in  that  matter?  A. 
Well,  now,  Mr.  Hughes,  I  don't  remember. 
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Q.  Did  you  instruct  him  to  be  contented  with  the  examination 
of  the  books?  A.  I  don't  know  that  I  gave  him  any  specific  in- 
structions at  all. 

Q.  I  have  here  a  paper  which  I  understand  is  from  the  files  of 
the  Department  containing  a  letter  addressed  to  you  as  Insurance 
Superintendent,  and  I  would  like  you  to  read  the  first  paragraph 
of  that  letter,  and  to  tell  me  whether  you  had  made  a  proposal  of 
the  sort  therein  mentioned  ?  A.  Well,  I  have  an  indistinct  recol- 
lectiqn  of  receiving  such  a  letter  as  that. 

Q.  This  letter  starts  out  with  a  reference  by  the  writer,  J.  D. 
Wells,  to  a  recent  conversation  at  the  Grand  Union,  and  then  con- 
tinues as  follows :  "In  view  of  your  proposal  to  force  Mr.  Burn- 
ham  to  resign  the  presidency  of  the  Mutual  Reserve  in  favor  of 
Col.  James."  What  had  taken  place  at  that  conversation,  and 
what  was  the  proposal  made  and  the  reason  for  it?  A.  There 
never  was  any  such  proposal  made  by  me  in  the  world  anywhere 
nor  to  anybody.  That  fellow  came  to  me  and  used  to  talk  when- 
ever he  could  stop  me  or  get  hold  of  me  anywhere  about  a  half 
hour.     I  never  paid  the  slightest  attention  to  what  he  said. 

Q.  Then  you  did  not  propose  to  force  Mr.  Bumham  to  resign  ? 
A.  No,  sir.  I  was  in  hopes  to  get  the  thing  in  shape  where  I  could 
get  him  out. 

Q.  Why  did  you  want  to  do  that?  A.  Because  I  thought  he 
was  a  crook. 

Q.  Well  ?    A.  But  he  was  not  as  big  a  crook  as  Wells. 

Q.  Well,  you  were  not  satisfied  then  with  his  administration? 
A.  Not  at  all,  I  was  not  satisfied  with  the  system.  If  I  had  the 
power  I  would  put  every  assessment  company  out  of  business,-  that 
is  what  I  would  do. 


S988 


Testimony  of  Louis  F.  Payn 

Q.  What  had  you  ascertained  which  led  you  to  entertain  this 
opinion  of  Bumham?  A.  Well,  I  will  tell  you.  I  remember  it 
distinctly.  They  put  down  bonds — they  put  out  bonds,  and  later 
on  took  them  back,  and  put  out  what  was  called  a  bond  statement. 
And  when  we  examined  them  the  first  time  the  question  came  up 
whether  they — the  bonds — were  a  liability,  and  they  made  their 
argument,  their  actuary,  Burnham  and  one  or  two  more,  and  two 
or  three  or  four  lawyers,  and  I  think  we  had  two  hearings.  After 
their  statement  to  me  that  those  bond  statements  amounted  to 
nothing,  that  they  were  to  be  paid  from  a  certain  fund,  and  that 
there  was  no  such  fund,  and  consequently  they  could  not  be  paid 
ever,  or  made  a  liability  of  the  company,  that  statement  having 
been  made  by  them  and  by  their  attorneys,  I  held  that  they  were 
not  a  liability.  Later  on,  and  what  was  the  principal  cause  of  the 
second  examination,  Vanderpoel  reported  to  me  that  these  people 
were  taking  those  bond  statements  and  were  paying  for  them  out 
of  another  fund,  that  is  to  say  a  man  who  held  a  policy  could  pay 
his  premium  with  them.  If  a  man  had  a  hundred  dollar  bond  and 
the  premium  was  $75  he  could  pay  his  premium  with  one  of  those 
bond  certificates.  Then,  of  course,  it  settled  it  so  far  as  I  was  con- 
cerned, and  it  was  because  of  that — and  then  after  we  found  that 
and  we  made  up  our  minds  to  go  into  that  company,  after  we  had 
made  up  our  minds  to  examine  that  company,  then  we  commenced 
to  get  these  letters  from  this  fellow  Wells — who  had  been  a  vice- 
president  of  this  company.  At  the  first  interview  he  had  with  me 
he  went  on  to  tell  me  how  much  the  management  of  that  company 
had  been  stealing  for  the  last  few  years.  And  when  he  got 
through  with  his  story,  after  talking  with  him  an  hour,  it  appeared 
that  he  had  been  vice-president  of  this  company  all  the  while,  and 


5989 


Testimony  of  Louis  F.  Payn 

that  he  had  known  of  all  this  thing  going  on,  all  the  while  that  he 
had  been  there,  complaining,  by  Burnham  and  other  men,  and  that 
settled  Wells  with  me. 

Q.  Well,  whether  it  settled  Wells  or  not,  did  you  not  think  it 
important  to  ascertain,  in  view  of  the  existing  conditions,  whether 
or  not  the  charges  were  well  founded,  in  the  interest  of  the  policy- 
holders, not  in  the  interest  of  Wells,  but  in  the  interests  of  the 
policyholders?  A.  The  charges  were  well  founded,  many,  of 
them. 

Q.  I  mean  the  charges  of  mismanagement ?     A.  Yes,  sir. 

Q.  And  of  malversation  ?  A.  Yes,  and  it  was  after  that  investi- 
gation that  we  turned  our  report  over  to  the  Attorney-General. 

Q.  Well,  in  regard  to  what  did  you  turn  it  over  to  the  Attorney- 
General  ?     A.  Well,  I  have  not  the  report  here. 

Q.  Now,  I  call  your  attention  to  your  report  on  the  Mutual 
Reserve,  dated  September  i8th,  1899.  I  am  referring  to  the  text 
of  your  own  report,  which  prefaces  that  of  the  chief  examiner. 
You  proceed  as  follows : 

"At  a  hearing  held  before  me  at  the  Insurance  Department,  the 
officers  of  the  association  and  their  counsel,  reviewed  in  detail  the 
examiner's  report  for  the  purpose  of  requesting  certain  modifica- 
tions to  it.  I  believe  it  eminently  proper  at  this  time  to  discuss 
certain  of  the  suggestions  then  made,  and  to  give  my  conclusions 
upon  the  same.     The  material  points  raised  were  as  follows : 

1st.     It  was  claimed  that  reference  should  have  been  made  by 
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the  examiner  to  the  fact  that  this  examination  was  primarily  at  the 
request  of  the  officers  of  the  association. 

2d.  Because  of  certain  allegations  made  against  its  officers  and 
its  management  by  certain  discharged  officers  and  employes. 

The  examination  was  contemplated  by  this  Department  before 
the  request  was  made  by  the  officers  of  the  association.  The  al- 
legations referred  to  did  not  cause  the  examination  to  be  made.  I 
had  determined  upon  same  prior  to  the  filing  of  any  charges. 

The  examiner  was  commissioned  to  make  an  examination  of  the 
association's  affairs.  He  confined  his  report  to  matters  relating  to 
its  condition,  and  did  not  go  into  the  matter  of  the  charges  referred 
to,  but  derived  the  opinions  embraced  in  his  report  from  the  books 
and  records  of  the  association. 

Now,  why  was  it  that  you  did  not  go  into  the  charges  relating 
to  the  management,  and  make  a  report  as  to  whether  or  not  those 
charges  were  sustained?  A.  Do  you  mean  the  charges  made  by 
Wells? 

Q.  Yes,  made  by  anybody.  A.  Well,  I  would  not  pay  any  at- 
tention to  them  as  far  as  he  was  concerned. 

Q.  Well,  it  is  an  entirely  impersonal  matter  with  the  Depart- 
ment, I  suppose,  when  charges  are  made  reflecting  upon  a  manage- 
ment which  is  already  distrusted  by  a  department,  and,  of  course, 
the  department  is  anxious  to  protect  policyholders,  and  expose  any 
corrupt  management  which  may  for  the  time  being  have  an  asso- 
ciation in  charge.  That  was  your  attitude,  was  it  not?  A.  Yes, 
sir. 

Q.  That  being  so,  why  did  you  not  deal  with  the  charges,  pass 
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upon  them,  establish  them  or  disprove  them?  A.  Well,  I  think, 
Mr.  Hughes,  that  you  will  find  that  both  Wells  and  Burnham  were 
put  on  the  stand,  and  examined  under  oath  by  Mr.  Vanderpoel  and 
Mr.  Hunter.     I  was  not  there. 

Q.  Well,  if  the  chief  examiner  went  into  it,  and  was  in  a  posi- 
tion to  deal  with  the  charges,  why  did  he  not  deal  with  them  in  his 
report?     A.  I  don't  know. 

Q.  Why  did  you  not  instruct  him  to  deal  with  them  and  advise 
you  of  the  result  ?     A.  I  cannot  tell  you  about  that. 

Q.  As  a  matter  of  fact,  your  report  was  silent  with  regard  to 
any  of  the  charges  affecting  the  integrity  of  the  officers?  A.  I 
have  not  read  it. 

Q.  Is  not  that  your  recollection  that  you  did  not  specifically  sus- 
tain or  refuse  to  sustain  any  of  the  charges  relating  to  the  integrity 
of  the  officers,  and  of  their  management,  but  dealt  with  the  gen- 
eral condition  of  the  company  and  its  contracts,  and  so  on  ?  A.I 
had  to  take  the  report  of  the  examiner  upon  which  my  report  was 
based. 

Q.  But  he,  of  course,  would  have  been  required  to  make  a  report 
on  matters  of  that  sort  if  you  had  required  it?     A.  Yes. 

Q.  And  you  did  not  require  it?  A.  No,  I  did  not.  I  did  not 
give  him  any  specific  instructions. 

Q.  How  do  you  explain  that,  Mr.  Payn.  Now,  here  is  from  the 
files  of  the  Department  a  long  statement  of  charges,  with  exhibits 
annexed,  from  an  attorney  at  Richmond,  Virginia,  putting  down 
specifications  of  various  items  of  dereliction,  so  claimed,  on  the 
part  of  officers,  in  April,  1899  (handing  paper  to  witness).  A. 
Well,  that  is  a  matter  I  have  no  recollection  of  and  don't  know 
whether  I  ever  saw  it  or  not. 
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Q.  Did  you  examine  or  instruct  your  examiner  to  examine  into 
the  relations  between  Moss  and  Burnham?     A.  No,  sir. 

Q.  Or  between  Brockway  and  Burnham?  A.  No.  They 
were  examined,  I  think,  in  regard  to  that,  though  there  was  some- 
thing of  that. 

Q.  But  there  is  nothing  in  the  report  of  the  examiner  deahng 
with  the  question  of  malversation  of  funds  as  I  recall  it?  A.  I 
don't  know,  I  have  not 

Q.  bo  you  recall  that  in  1899  there  were  in  the  reports  of  the 
Chief  Examiner  certain  observations  upon  the  assets  of  the  Mutual 
Reserve?    A.  Distinctly. 

Q.  Which  were  eliminated  at  your  suggestion?  A.  They  were 
not  eliminated  at  my  suggestion. 

Q.  What  took  place  in  regard  to  that?  There  has  been  con- 
siderable said  here  about  it,  and  I  would  like  to  know  what  the  fact 
is.  A.  I  have  a  distinct  recollection  of  it,  because  of  the  fact  I  saw 
the  Chief  Examiner's  statement  here,  or  as  reported  by  the  news- 
papers, and  it  was  incorrect. 

Q.  What  was  the  fact  ?  A.  'The  fact  was  that  the  Examiner 
brought  his  report  to  me  and  I  read  it  over  and  I  said :  "What 
do  you  mean  by  this  footnote?"  He  had,  as  usual,  real  estate, 
so  much,  foreign  deposits,  so  much,  and  money  in  bank,  so  much, 
and  so  forth  and  so  on.  There  were  two  items  in  there  of  real 
estate,  four  hundred  thousand  or  five  hundred  thousand  dollars, 
or  less,  I  cannot  tell  how  much ;  foreign  deposits,  three  thousand 
or  four,  or  five  thousand  dollars;  and  at  the  bottom  he  said  that 
those  items  are  not  available  to  pay  losses ;  in  other  words,  they 
are  not  quick  assets. 

Well,  I  said :     "Do  you  mean  by  that  that  they  ought  not  to  be 
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allowed?"  He  said:  "Yes."  Well,  I  says:  "Have  you  ever 
made  an  examination  of  any  insurance  company  that  you  have 
not  allowed  such  real  estate  as  that,  which  was  leasehold,  they 
had  an  equity  in  it,  in  my  judgment,  just  as  good  as  if  they  had 
the  title  for  what  it  was  worth,  and  just  so  with  the  foreign  de- 
posits, have  you  ever  stricken  them  out  of  any  other  corporation 
that  you  examined?"  He  said:  "No,  sir."  "When  you  ex- 
amined this  corporation  the  last  time  before  were  they  not  al- 
lowed?" "Yes,  sir."  Well,  I  said:  "That  being  the  case,  do 
you  want  to  stultify  yourself,  do  you  want  that  report  filed  as  you 
have  put  it  there?"  He  says:  "Well,  I  suppose  I  can  take  it 
out."  And  he  did  take  it  out.  Now,  I  should  have  taken  it  out 
regardless  of  him,  if  he  had  not,  I  am  wilHng  to  say  that. 

Q.  Did  you  take  any  legal  advice  upon  the  question  whether 
the  leasehold  of  the  Mutual  Reserve  could  be  properly  regarded 
as  an  investment  in  real  estate?  A.  I  don't  know  that  I  did. 
I  don't  think  I  did.  I  knew  on  general  principles  that  there  are 
tens  of  millions  of  dollars  worth  of  real  estate  in  this  city  that  is 
leased  property. 

Q.  In  Mr.  Lawrence's  argument  before  you  on  August  25, 
1899,  referring  to  certain  charges  which  he  describes  as  certain 
allegations  of  such  a  character  reflecting  seriously  upon  the  asso- 
ciation, its  officers  and  its  management,  he  says : 

"The  report  of  your  examiner,  as  served  upon  the  association, 
contains  not  one  word  upon  either  of  these  two  subjects,  as  to  the 
allegations  or  charges  against  the  management ;  had  your  examiner 
found  them  to  contain  anything  of  substance,  he  would,  of  course, 
have  so  reported.  And  as  there  is  no  finding  upon  this  subject, 
we  understand  that  the  allegations,  or  charges,  are  dismissed  as 
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not  meriting  further  consideration.  However,  in  view  of  the  pro- 
tracted examination  made,  and  of  the  large  expense  incurred  in 
that  connection,  it  would  have  been  thought  more  satisfactory  to 
the  association  if  the  examiner  had  thought  proper  to  say  so." 

Q.  It  was  in  reference  to  that  argument,  I  suppose,  that  the  state- 
ment was  made  in  your  report  that  the  examiner  confined  his 
report  to  matters  relating  to  the  conditions  of  the  association,  and 
did  not  go  into  the  matter  of  the  charges  referred  to,  but  derived 
the  information  referred  to  from  the  books  and  records  of  the 
association.  Now,  knowing  what  you  did,  or  surmising  what  you 
did  about  the  management,  did  you  not  think  it  proper  that  that 
matter  should  be  passed  upon,  and  if  the  management  was  worthy 
of  criticism,  that  it  should  be  exposed  and  changed  as  the  result 
of  such  exposure?     A.  Well,  in  the  report  you  will  find,  I  am 

sure,  that  we  discussed  this  bond  staterhent  of 

Q.  Yes,  that  matter.  But  not  matters  reflecting  upon  the  in- 
tegrity of  the  management  so  far  as  related  to  improper  use  of 
money.  A.  No,  perhaps  not,  unless  it  was  misappropriation  of 
money,  for  which,  in  my  judgment,  the  Attorney-General  should 
have  brought  suit. 

Q.  But  would  it  not  have  been  proper  for  you  to  ascertain  the 
facts  so  as  to  lay  before  him  any  facts  which  would  have  required 
him  to  institute  suits?  A.  Well,  that  required  him,  in  my  judg- 
ment. 

Q.  What?     A.  The  redeeming  of  those  bonds. 
Q.  Well,  that  was  a  matter  relating  to  the  general  management 
of  the  corporation,  to  be  sure,  but  there  were  other  matters  relat- 
ing to  the  personal  honesty  of  the  officers  before  you,  were  there 
not?     A.  Oh,  from  this  fellow,  Wells. 
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Q.  I  know,  but  there  were  charges  filed  in  this  paper  I  have 
shown  you.  A.  I  did  not  look  at  these,  I  see  it  is  from  Wells — 
some  attorney  that  he  hired  speaks  about  charges  of  Wells.  I 
don't  know  whether  there  are  any  others  there  or  not. 

Q.  Is  there  any  reason  that  you  did  not  go  into  them,  further 
than  the  fact  that  Wells  was  the  source  of  the  information?  A. 
No  other  reason  that  I  know  of  at  all. 

THE  CHAIRMAN :  Mr.  Hughes,  I  take  it  you  cannot  finish 
with  this  witness  to-night. 

MR.  HUGHES :  No. 

THE  CHAIRMAN :  When  you  reach  a  convenient  point  we 
will  adjourn. 

MR.  HUGHES :  This  will  be  a  convenient  point  to  suspend. 

THE  CHAIRMAN:  The  Committee  will  adjourn  until  ten 
thirty  o'clock  to-morrow  morning. 

(Adjourned  to  December  28^  1905,  at  10:30  A.  M.) 


5996 


ALDERMANIC  CHAMBER, 
City  Hall,  New  York  City. 

December  28th,  1905. 

The  Committee  met  pursuant  to  adjournment.  Senator  Arm- 
strong in  the  chair. 

LOUIS  F.  PAYN,  resumed. 

BY  MR.  HUGHES: 

Q.  Mr.  Payn,  do  you  desire  to  make  any  corrections  in  your 
testimony  of  yesterday?  You  mentioned  a  matter  to  me.  A. 
Yes.  Where  you  asked  me  if  I  had — you  asked  some  question 
and  I  stated  to  you  that  I  had  not  read  my  report.  I  thought 
I  said  recently.  I  meant  to  have  said  recently,  because  it  goes 
without  saying  that  I  have  read  it.  I  have  made  the  correction 
in  that,  which  was  handed  me  this  morning  (handing  paper). 

Q.  This  you  refer  to  has  relation  to  the  report  of  the  Mutual 
Reserve?    A.  Yes. 

Q.  And  the  question  was,  "As  a  matter  of  fact  your  report 
was  silent  with  regard  to  any  charges  affecting  the  integrity  of 
the  officers,"  to  which  you  answered,  "I  have  not  read  it."  You 
mean  you  have  not  read  it  recently?    A.  Yes. 
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Q.  Of  course  3-0U  read  it  at  the  time?    A.  Yes. 

O.  I  think  we  understood  that.  And  the  text  of  the  report 
signed  by  you  was  prepared  by  you,  was  it  not  ?    A.  Yes,  sir. 

Q.  So  at  the  time  you  were  famiHar  with  the  fact  that  you  had 
not  passed  upon  the  charges?  A.  Well,  I  have  not — I  did  not 
allude  to 'them  in  my  report. 

Q.  That  is  what  I  mean,  you  did  not  allude  to  them?    A.  No. 

Q.  You  gave  some  reasons  yesterday  for  that  and  in  connec- 
tion with  that  mentioned  Mr.  Wells.  Did  you  suggest  that 
Mr.  Wells  should  be  put  on  oath?    A.  No,  I  did  not  suggest  it. 

Q.  And  that  he  should  be  examined  with  regard  to  the  mat- 
ters ?  A.  My  memory  has  been  refreshed  by  a  talk  I  had  with 
Mr.  Appleton.  He  says  those  charges  were  referred  to  the  Ex- 
aminer or  to  Mr.  Hunter  of  this  department. 

Q.  Which  was  it,  Mr.  Vanderpoel  or  Mr.  Hunter?  A.  Well, 
both,  i  assume.  Mr.  Hunter  is  in  fact  in  charge  of  this  de- 
partment and  Mr.  Vanderpoel  is  under  his  direction. 

Q.  Oh,  yes.  A.  And  I  am  informed  that  those  charges  were 
considered  here  and  I  think  if  my  recollection  serves  me  that  Mr. 
Wells  and  Mr.  Burnham  were  put  under  oath. 

Q.  You  think  that  Mr.  Wells  was  examined?    A.  I  do. 

Q.  How  was  it  that  in  your  report  you  stated  that  the  Ex- 
aminer confined  his  report  to  matters  relating  to  its  condition 
and  did  not  go  into  the  matter  of  the  charges  referred  to,  but 
derived  the  information  embraced  in  his  report  from  the  books 
and  records  of  the  association?  A.  Well,  that  was  true.  In  the 
report  of  the  Examiner  to  me  these  charges  were  not  alluded  to. 

Q.  Well,  when  you  said  that  he  did  not  go  into  the  matter  of 
the  charges  referred  to,  did  you  not  mean  to  be  understood  that 
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he  did  not  examine  the  charges  or  endeavor  to  ascertain  their 
truth  or  untruth?  A.  I  think  he  did,  but  in  my  conversation 
with  both  Wells  and  Burnham  I  made  up  my  mind  that  nothing 
that  either  of  them  might  say  was  worthy  of  consideration  by 
me. 

Q.  Did  you  know  anything  against  Burnham  except  this  mat- 
ter of  the  bond  liability?  A.  No,  except  in  a  general  way,  the 
management  of  the  company. 

Q.  Had  you  information  regarding  that?    A.  Yes. 

Q.  What  had  you?  A.  I  had  from  time  to  time  what  Mr. 
Vanderpoel  said  to  me  about  it. 

Q.  Do  you  recall  what  that  was  ?    A.  Oh,  no,  I  could  not. 

O.  You  cannot  go  into  the  details  ?    A.  Oh,  no. 

Q.  Had  you  anything  against  Wells  except  the  fact  that  he 
had  been  vice-president?  A.  Well,  except  upon  his  statements, 
made  to  me,  together  with  the  fact  that  he  had  been  for  years  a 
part  of  the  institution. 

Q.  Did  this  go  back,  or  rather  did  these  charges  as  to 
mismanagement  go  back  of  the  Burnham  administration  to  the 
Harper  administration?    A.  No,  sir. 

O.  Did  you  inquire  whether  Wells  had  been  here  and  had 
participated  in  the  transactions  which  led  to  the  criticisms?  A. 
Oh,  yes,  from  Wells'  statement  to  me.    The  charges -. 

Q.  Did  he  tell  you  whether  he  had  been  here  at  the  time  or 
had  been  away,  and  made  his  criticisms  when  he  ascertained  the 
facts  ?    A.  I  don't  remember  whether  he  did  or  not. 

Q.  Well,  it  is  not  at  all  important  to  the  Committee  so  far  as  the 
personal  question  is  concerned.  The  matter  that  is  important  is 
the  attitude  of  the  department  toward  charges  of  mismanage- 
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ment  relating  to  a  life  insurance  company  and  whether  the  de- 
partment has  considered  it  its  duty  to  take  them  up  and  shift 
them  and  make, a  public  representation  as  to  the  results.  Now 
what  was  your  attitude  in  regard  to  that  ?  A.  In  regard  to  what 
particular  thing? 

Q.  In  regard  to  sifting  charges  of  mismanagement,  going 
through  them  thoroughly,  putting  the  officers  on  oath,  making 
findings  in  relation  to  them  and  embracing  in  your  report  your 
conclusions.  A.  I  gave  no  instructions  in  regard  to  those  mat- 
ters. I  took  the  department  as  I  found  it,  so  far  as  the  examin- 
ing end  of  it  was  concerned,  and  those  matters  were  all  turned 
over  to  this  department  here. 

Q.  Reference  has  been  made  here  to  the  stipulated  premium 
law  that  was  passed  by  the  Legislature  in  1898,  and  referred  to 
in  your  report  of  1898,  that  is  the  proposed  law  was  referred  to 
in  that  report.    Do  you  recall  that?    A.  Yes. 

Q.  Whose  idea  was  that?  A.  That  came  after  I  had  had  re- 
peated conversations  with  the  actuary  of  the  department  and 
with  Mr.  Appleton,  the  second  deputy,  whom  I  considered  to 
be  the  wisest  insurance  man  that  I  knew.  At  my  suggestion, 
having  in  your  mind  that  I  was  unalterably  opposed  to  all  as- 
sessment insurance  of  every  kind,  it  was  my  desire  if  it  could  be 
done  to  strike  a  middle  ground  so  that  we  might  be  able  to  per- 
suade some  of  the  reputable  assessment  companies,  if  such  there 
was,  to  take  advantage  of  that  middle  ground.  And  at  my  re- 
quest Mr.  Appleton  and  the  actuary  of  my  department  prepared 
that  bill. 

Q.  At  your  suggestion?     A.  At  my  suggestion. 
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Q.  Well,  did  anybody  outside  of  the  department  suggest  the 
advisability  of  such  a  measure  to  you?    A.  Never  in  my  life. 

Q.  In  this  proposal  appears  the  following:  "Second.  The 
creation  and  maintenance  of  a  reserve  fund  statutory  in  its  pro- 
visions and  more  closely  complying  with  that  which  experience 
has  demonstrated  as  a  necessary  reserve  to  maintain."  From 
whom  did  you  obtain  the  information  which  led  to  the  drafting 
of  the  clause  relating  to  reserve  in  the  stipulated  premium  law, 
that  clause  which  afterward  became  a  part  of  Section  305  ?  A.  I 
<3id  not  learn  from  anybody.  I  did  not  know  enough  about  in- 
surance to  make  such  a  suggestion.  I  simply  found  the  condi- 
tion as  I  have  described  it  and  I  turned  the  matter  over  to  Mr. 
A])pleton  and  the  actuary  of  the  department.  They  presented 
that  bill  to  me  and  after  reading  it  over  and  failing  to  see  any 
objection  to  it,  after  hearing  their  arguments,  I  favored  it. 

Q.  So  that  the  matters  pertaining  to  reserve  and  the  technical 
insurance  matters  contained  in  the  proposed  law  you  did  not 
yourself  originate  ?    A.  No,  sir. 

Q.  Those  were  matters  suggested  to  you  by  those  who  were 
in  the  ofSce  and  supposedly  familiar  'with  them?    A.  Exactly. 

Q.  Did  you  retain  counsel  from  time  to  time  while  you  were 
Superintendent,  I  mean  as  Superintendent?    A.  I  did. 

Q.  Did  you  ask  the  opinion  of  the  Attorney-General  as  to 
your  authority  to  retain  personal  counsel  as  Superintendent?  A. 
No,  I  never  did. 

Q.  Whom  did  you  retain?  A.  Well  I  think  perhaps  two  or 
three  different  men,  one  time  and  another.    Judge  Cady. 

Q.  J.  Rider  Cady?    A.  J.  Rider  Cady. 
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O.  Was  he  retained  from  time  to  time?  A.  He  was  called  in 
whenever  I  thought  the  advice  of  a  lawyer  necessary. 

Q.  Did  you  avail  yourself  of  the  Attorney-General's  office 
from  time  to  time  ?  A.  I  do  not  like  to  speak  disrespectfully  of 
a  state  officer,  but  the  experience  that  I  had  with  the  Attorney- 
General's  office  was  not  such  that  1  felt  justified  in  calling  upon 
the  Attorney-General  except  in  some  matter  that  the  law  com- 
pelled me  to  do  it.  I  found  in  the  department  when  I  went  in 
there  decisions  from  this  Attorney-General,  the  same  individual 
one  way,  and  a  year  after  that  another  way;  and  later  on  some 
other  Attorney-General  found  some  other  way.  Now  I  was 
looking  for  a  man  that  I  knew  personally  to  be  honest  when  I 
advised  with  him  and  a  capable  lawyer. 

Q.  IDid  you  have  occasion  to  employ  counsel  frequently?  A. 
Oh,  I  think  not  frequently,  no,  sir. 

Q.  I  call  your  attention  to  the  provisions  of  Section  33  of  the 
Insurance  Law  and  that  part  of  the  section  which  I  under- 
stand was  enacted  in  1896,  as  follows:  "Whenever  it  shall  ap- 
pear to  the  Superintendent  of  Insurance  that  permission '  to 
transact  business  within  any  foreign  country  is  refused  to  a 
company  organized  under  the  laws  of  this  State,  after  a  certifi- 
cate of  the  solvency  and  good  management  of  such  company 
has  been  issued  to  it  by  the  said  Superintendent,  and  after  such 
company  has  complied  with  any  reasonable  laws  of  said  foreign 
country  requiring  deposits  of  money  or  securities  with  the  gov- 
ernment of  said  country,  then  and  in  every  such  case  the  Super- 
intendent shall  forthwith  cancel  the  authority  of  every  company 
organized  under  the  laws  of  such  foreign  government  and  licensed 
to  do  business  in  this  State  and  shall  refuse  a  certificate  of  author- 
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ity  to  every  such  company  thereafter  applying  to  him  for  authority 
to  do  business  in  this  State  until  his  certificate  shall  have  been  duly 
recognized  by  the  government  of  said  country."  Do  you  recall  the 
question  having  come  up  during  your  administration  as  to  the  ad- 
mission of  certain  German  companies,  fire  insurance  companies? 
A.  I  remember  that  there  was  an  application  made  to  me  perhaps 
but  I  will  say  to  you  that  if  you  will  refer  to  my  report,  which 
was  probably  seven  or  eight  or  nine  years  ago,  I  cannot  tell, 
vou  will  find  just  exactly  what  was  done  on  an  application  for 
admission  and  later  on  you  will  find  another  application  for  ad- 
mission where  they  were  admitted. 

Q.  Do  you  remember  what  company  that  was?  Was  it  the 
Magdeburg?  A.  I  could  not  tell  you.  It  was  a  Prussian  com- 
pany. 

O.  Or  the  Aachen,  Munich.    A.  I  think  so. 

Q.  And  they  were  admitted?     A.  Yes,  sir. 

O.  Were  you  aware  at  the  time  that  you  issued  a  certificate 
to  them  that  the  Prussian  Government  was  refusing  to  permit 
the  ^Mutual  to  do  business  in  Prussia,  although  it  had  your 
certificate  of  solvency  and  good  management  and  the  Mutual 
was  ready  to  comply  with  the  laws  of  Prussia  as  to  the 
deposit  of  moneys  or  securities?  A.  Well,  I  remember  that 
there  was  something  like  that  condition  existing  at  that  time 
and  before,  I  don't  know  how  long,  that  matter  had  been  a  mat- 
ter of  negotiation  between  the  Prussian  Government  and  the 
Secretary  of  State  at  Washington.  There  had  been  a  great  deal 
of  correspondence.  Now,  between  my  refusal  to  admit  those 
companies  to  do  business  here,  that  being  at  a  time  when  all  in- 
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surance  companies  had  been  shut  out  of  Prussia,  they  consented 
to  let  in  the  New  York  Life  and  take  them  back  into  Prussia  to 
do  business,  and  any  other  company  that  would  comply  with 
the  requirements  of  their  laws.  Now,  I  cannot  tell,  but  my  own 
recollection  of  it  is  that  the  Mutual  did  not  comply,  and  on  the 
strength  of  their  having  admitted  the  New  York  Life  to  do  busi- 
ness, I  admitted  their  companies  to  do  business  here.  Having 
said  practically  that  in  excluding  these  companies  in  the  original 
hearing,  that  if  in  the  future  the  Government  would  comply  with 
the  applications  that  should  be  made  to  them  by  our  companies, 
1  would  very  gladly  admit  their  companies  here.  That  is  about 
all  I  can  recall  about  it.  The  rest  of  it  you  will  have  to  depend 
upon  my  report,  which  treats  on  it  fully. 

Q.  Yes,  but  of  course  you  understood  that  the  New  York  Life 
had  to  comply  with  certain  requirements  of  Prussia?    A.  Yes. 

Q.  And  those  requirements  of  Prussia  went  beyond  what  was 
contemplated  by  Section  33,  your  certificate,  and  the  putting  up 
of  money?    A.  Yes. 

Q.  In  other  words,  they  imposed  conditions  which  it  seemed 
to  be  the  object  of  Section  33  to  prevent,  except  upon  pain  of  the 
exclusion  of  Prussian  companies  applying  for  admission  here? 
A.  I  think  you  will  find  that  I  held  in  regard  to  that  question 
that  I  did  not  deem  it  necessary  under  that  section  for  the  Super- 
intendent of  Insurance  to  deny  these  applications. 

Q.  It  was  mandatory  in  its  provisions,  however  unwise  it 
might  have  been  considered  as  a  piece  of  legislation.  Did  you 
take  counsel  upon  that  point?    A.  I  did. 

Q.  Whom  did  you  consult?    A.  I  really  could  not  tell  you. 
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Q.  Was  it  Mr.  Cady?  A.  No,  I  did  not  consult  Mr.  Cady,  be- 
cause at  that  time  he  was  employed  by  those  people — the  Prus- 
sian  

Q.  By  the  Prussian  people?  A.  By  the  people  who  were 
asking  for  the  admission,  I  think — was  that  it,  Judge  Cady? 
When  were  you  employed  in  that  case? 

MR.  CADY :  When  you  denied  the  application  I  appeared  for 
the  Prussian  companies.  When  you  granted  it  I  don't  know 
who  did  appear  for  them ;  I  did  not. 

Q.  Who  did  appear  for  the  Prussian  companies  when  you 
granted  the  application?    A.  I  have. not  the  faintest  idea. 

Q.  Did  you  consult  Mr.  Cady  at  that  time  ?  A.  I  did  not.  I 
could  not  consult  a  man  who  had  such  an  interest  in  the  case  as 
Mr.  Cady  had. 

Q.  Did  you  suggest  to  Mr.  Cady  that  he  should  see  Mr.  Mc- 
Curdy  about  it?     A.  I  never  did. 

Q.  Did  you  suggest  to  him A.  How  do  you  mean?    In 

regard  to  what  ? 

Q.  In  regard  to  whether  Mr.  McCurdy  or  the  Mutual  would 
object  to  the  admission  of  the  Prussian  companies?  A.  No.  I 
did  this.  Mr.  McCurdy  called  me  on  the  telephone  at  Albany  and 
asked  me  if  I  would  not  see  him  in  some  way  before  I  filed  my 
report.  I  said  I  could  not  do  it.  Then  he  asked  me  if  I  would 
not  send  an  attorney  or  my  attorney — "your  attorney,"  he  said, 
to  see  him.  I  said  "I  will,  if  my  attorney  is  situated  so  he  can  go." 
Now,  I  did  then — that  was  in  the  last  hearing,  understand — that 
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was  at  the  time  when  Judge  Cady  was  not  employed — when  the 
Prussian  case  that  he  had  been  in  was  over. 

Q.  This  was  just  at  the  time  when  you  were  about  to  admit 
them?    A.  Just  exactly. 

Q.  Yes ;  go  on.    A.  I  got  in  communication 

MR.  CADY :  In  the  interests  of  exact  precision  I  would  like 
to  say  that  that  occasion  to  which  he  refers  now  was  after  the 
decision  had  been  made. 

MR.  HUGHES :  Mr.  Cady,  we  can  take  your  evidence  in  a 
moment,  but  just  now  we  want  Mr.  Payn's. 

THE  WITNESS :  Mr.  Cady  came  to  New  York  and  I  assume 
saw  Mr.  McCurdy,  from  what  he  said  to  me,  but  in  my  opinion 
before  I — as  my  recollection  serves  me — before  Mr.  Cady  made 
any  report  to  me  of  his  conversation  with  Mr.  McCurdy  my 
report  was  filed.  Mr.  McCurdy  was  and  is  a  big  man,  represents 
the  biggest  insurance  company  in  the  world,  and  he  had  the 
right  to  ask  just  what  he  did  ask,  in  my  judgment,  and  that  is 
what  I  acted  upon,  and  I  never  had  the  slightest  idea  of  paying 
any  attention  whatever  to  what  he  might  say  to  Mr.  Cady,  be- 
cause he  had  gone  over  the  whole  case,  told  me  how  much  inter- 
est he  felt  in  this 

Q.  What  had  he  told  you?  A.  Told  me  he  had  been  working 
at  a  settlement  between  the  two  governments  for  years  and  that 
he  trusted  I  would  not  interfere  with  the  State  Department,  and 
let  them  go  on  and  settle  it.  That  is  what  he  asked  me,  and  ap- 
pealed to  me  in  the  strongest  possible  way. 
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Q.  When  was  this?  A.  I  told  him  over  the  'phone  that  "I 
cannot  see  you,  I  have  not  got  time ;  I  have  got  to  file  this  report 
to-morrow ;  there  is  no  use  of  our  meeting,  my  mind  is  made  up." 

Q.  When  had  he  had  the  conversation  with  you  at  which  he  ex- 
pressed himself  that  he  did  not  wish  you  to  interfere  with  the 
State  Department's  action?  A.  Well,  I  cannot  tell;  it  may  have 
been  a  week,  perhaps,  or  three  days  or  four  days  or  ten  days 
before  the  report  was  filed. 

Q.  How  did  you  happen  to  suggest  that  Mr.  Cady  should  see 
him  after  he  had  been  in  this  Prussian  matter?  A.  Well,  be- 
cause I  had  more  confidence  in  Mr.  Cady  than  any  lawyer  that 
I  knew  that  was  comeatable,  and  no  other  reason. 

O.  So  the  idea  of  Mr.  Cady's  seeing  him  grew  entirely  out  of 
Mr.  McCurdy's  request?  A.  Entirely,  and  it  would  not  have 
made  the  slightest  difference  to  me  what  Mr.  Cady's  report  had 
been  with  my  action,  because  that  was  absolutely  settled. 

Q.  Did  he  make  any  report  at  all  to  you?  A.  I  think  he  did 
when  he  came  back,  but  I  doubt  whether  it  was  before  the  report 
was  filed  or  not. 

O.  Do  you  remember  what  his  report  was  ?  A.  No,  I  don't 
remember,  except  that  he  said  he  told  Mr.  McCurdy  that  he 
thought  that  the  matter  was  unalterably  fixed  in  my  mind. 

Q.  And  you  had  told  him  that  before  he  went  down?  A.  En- 
tirely— absolutely.    He  knew  all  about  it. 

Q.  That  you  were  determined  to  admit  the  companies?  A. 
Just  exactly. 

Q.  Did  you  discuss  with  Mr.  Cady  how  you  could  do  that 
under  the  law?  A.  I  don'l  know  whether  I  did  or  not,  Mr 
Hughes. 
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Q.  There  has  teen  a  report  published  in  the  papers  that  in 
connection  with  the  Mutual  Reserve  matter  there  was  a  payment 
made  to  you  of  $40,000.  What  have  you  to  say  to  that?  A. 
Well,  when  I  was  asked  by  the  newspapers  what  I  had  to  say 
I  said  "I  have  no  comment  to  make."  I  say  to  you  that  it  is 
absolutely  false  in  every  particular,  and  I  say  to  you  that  Mr. 
Wells  and  Mr.  Burnham  under  oath  said  the  same  thing.  Now 
that  grew  out — Mr.  Hughes — of  a  fight  between  Burnham  and 
Wells.    That  is  all  there  is  to  it. 

Q.  Well,  it  is  my  duty  to  ask  you  whether  any  payment  was 
made  directly  or  indirectly  of  that  or  any  other  amount  to  you 
or  for  your  behalf  or  with  your  cognizance  to  any  person  con- 
nected with  the  department  or  connected  with  you?  A.  Abso- 
lutely none,  either  in  that  matter  before  the  Insurance  Depart- 
ment or  any  other  matter — that  is  not  at  all — any  man  who  walks 
the  earth  that  had  ever  suggested  any  such  proposition  to  me 
would  have  been  a  fortunate  fellow  if  he  got  out  of  my  presence 
with  his  head  on  his  shoulders. 

Q.  After  you  ceased  to  be  Superintendent  of  Insurance  did 
you  accept  any  retainers  from  any  insurance  companies?  A. 
No,  sir. 

Q.  Have  you  ever  received,  outside  of  the  expenses  of  exam- 
ination, any  moneys  from  any  insurance  companies  directly  or 
indirectly?    A.  No,  sir. 

Q.  And  none  have  been  received  for  your  behalf?    A.  No,  sir. 

J.  RIDER  CADY,  called  as  a  witness,  being  duly  sworn,  tes- 
tified as  follows: 
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BY  MR.  HUGHES: 

Q.  Mr.  Cady,  you  are  a  member  of  the  bar  of  the  Supreme 
Court?    A.  Yes,  sir. 

Q.  And  have  been  for  many  years?    A.  Yes,  sir. 

Q.  Will  you  state  your  recollection  with  regard  to  the  appli- 
cations for  admission  by  Prussian  companies  and  the  proceed- 
ings that  were  taken  in  connection  therewith  in  view  of  the  pro- 
visions of  Section  33  of  the  Insurance  Law?  A.  Yes,  sir,  I  will. 
My  first  connection  with  that  subject  was  upon  the  employment 
by  Mr.  Husted,  of  Peekskill,  who  was  the  attorney  for  certain 
Prussian  companies  or  German  companies — the  Aachen,  Munich, 
as  I  remember,  and  the  Magdeburg,  to  act  as  his  counsel  and  as 
counsel  for  those  companies  in  the  presentation  of  an  applica- 
tion of  the  Superintendent  of  Insurance  of  the  State  of  New  York 
for  their  admission  to  do  business  in  this  State. 

Q.  When  was  that,  Mr.  Cady?  A.  If  my  memory  serves  me 
right,  Mr.  Hughes,  it  was  in  1897 — I  am  very  confident,  in  fact,  I 
am  positive  it  was  in  the  first  year  of  the  administration  of  Mr. 
Payn.  In  the  absence  of  my  records,  my  register,  that  is  the 
best  I  can  say — I  think  it  was  in  1897.  I  prepared  an  argument 
which  was  printed  and  submitted  to  the  Superintendent  of  In- 
surance. My  best  recollection  is  that  no  oral  argument  was 
made  by  me  in  behalf  of  my  client.  My  argument,  my  presen- 
tation of  the  cause,  was  considered  by  the  Superintendent  of  In- 
surance and  denied;  the  companies  were  refused  admission  into 
this  State.  That  ended  entirely  my  professional  connection  with 
any  of  the  Prussian  or  German  companies,  or  with  the  subject 
of  their  admission  to  this  State. 
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Q.  Did  you  consider  the  application  of  Section  33  to  their 
situation  at  the  time  you  made  the  application?  A.  Well,  after 
the  fashion  of  a  lawyer,  I  alluded  to  that  section  in  the  course 
of  my  argument,  my  printed  argument,  which,  of  course,  I  have 
not  here,  and  dealt  with  it  as  best  I  could. 

Q.  Did  you  subsequently  see  Mr.  M'cCurdy  at  the  suggestion 
of  Superintendent  Payn?  A.  Subsequently,  and  I  am  inclined 
to  think  in  the  year  1899,  although  I  am  not  positive,  I  think  it 
was  two  years  subsequently,  I  was  sent  for  from  my  home  at 
Hudson  by  Mr.  Payn  to  come  to  the  office  or  his  office  in  Al- 
bany. It  was  in  the  afternoon.  I  attended  at  his  office,  and  he 
told  me  that  he  had  decided  to  admit  certain  Prussian  companies 
— I  don't  know  whether  he  specified  them  or  he  spoke  of  them 
generally — to  do  business  in  this  State.  He  said  that  Mr.  Mc- 
Curdy  had  communicated  with  him  on  the  subject,  and  as  he 
understood,  felt  very  deeply,  because  such  a  decision  had  been 
made,  or  was  to  be  made,  and  that  he  desired  that  I  should  go 
to  the  City  of  New  York,  see  Mr.  McCurdy,  and  inform  him  of 
the  terms  of  the  decision,  feeling  that  Mr.  McCurdy's  position  in 
the  insurance  world,  his  position  as  a  man  of  rather  advanced 
age  and  station  made  it  proper  that  such  consideration  should 
be  extended  him. 

Q.  Did  you  go  to  New  York?    A.  I  went  to  New  York. 
Q.  Did  you  first  see  Mr.  Lysander  Lawrence  ?    A.  Yes,  I  saw 
Mr.  Lysander  Lawrence. 

Q.  Did  he  take  you  to  Mr.  Andrew  C.  Fields?  A.  Well,  now, 
whether  he  took  me  to  Mr.  Andrew  C.  Fields,  Mr.  Hughes,  or 
not,  I  don't  know,  because  I  don't  know  Mr.  Andrew  C.  Fields. 
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Q.  Who  introduced  you  to  Mr.  McCurdy — who  took  you  up? 
A.  That  I  cannot  tell  you. 

Q.  How  did  you  come  to  go  to  Mr.  Lawrence?  A.  I  went  to 
Mr.  Lawrence  because  I  had  been  informed  that  that  was  the 
avenue  through  which  access  could  be  gained  to  Mr.  McCurdy. 

Q.  Do  you  know  whether  Mr.  Lawrence  had  any  connection 
as  an  officer  with  the  Mutual  Life?  A.  Absolutely  not.  I  think 
at  that  time  I  had  never  heard  of  Mr.  Fields — do  you  refer  to 
Mr.  Fields  ? 

Q.  No,  to  Mr.  Lawrence.     A.  No,  I  do  not. 

Q.  Did  you  know  that  he  was  not  an  officer  of  the  Mutual 
Life?    A.  I  did  not  know  anything  about  it. 

Q.  Who  suggested  to  you  that  that  was  the  proper  way  to 
reach  Mr.  McCurdy?  A.  Well,  I  don't  know  at  this  moment. 
I  do  not  recall  it. 

Q.  Did  Mr.  Lawrence  take  you  up  to  Mr.  McCurdy,  or  did  he 
take  you  through  the  little  door  connecting  the  supply  depart- 
ment with  Lawrence  &  Company  and  introduce  you  to  a  gen- 
tleman there?  A.  Mr.  Lawrence  introduced  me  to  a  gentleman 
whose  name  I  have  now  forgotten,  and  that  gentleman  escorted 
me  by  means  of  a  private  elevator,  I  think,  to  an  antechamber 
of  Mr.  McCurdy's  apartments,  and  there  introduced  me  to  Mr. 
McCurdy. 

Q.  What  did  Mr.  McCurdy  say  to  you?  A.  Well,  I  had  a 
long  talk  with  Mr.  McCurdy,  Mr.  Hughes.  I  told  him  who  I 
was.  I  had  not  been  seeing  Mr.  McCurdy  for  very  many  years; 
he  had  no  acquaintance  with  me  nor  I  with  him.  He  asked  me 
the  purpose  of  my  visit,  and  I  told  him  in  about  the  same  lan- 
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guage  which  I  have  expressed  myself  to  you  in  describing  the 
instructions  given  to  me  by  Mr.  Payn. 

Q.  Well,  what  did  he  say  to  you?  A.  Mr.  McCurdy  ex- 
pressed very  great  feeling  and  a  very  considerable  degree  of  in- 
dignation over  the  fact  that  the  Insurance  Department  of  the 
State  of  New  York  had  ignored  his  views  upon  the  subject  of 
the  policy  of  admitting  the  Prussian  companies  to  do  business 
here,  stating  in  substance  that  he  felt  it  to  be  a  wrong  to  his 
company;  that  his  position  in  the  insurance  world  was  such  that 
his  views  upon  such  a  subject  ought  not  to  be  overridden  by 
the  Superintendent  of  Insurance  of  the  State.  He  expressed 
himself  in  that  way  in  substance  through  the  course,  I  should 
say,  of  an  hour  and  a  half  at  least. 

Q.  Did  he  say  whether  or  not  he  or  the  Mutual  would  be 
willing  to  pay  money  to  have  a  contrary  decision  ?  A.  No,  he 
did  not — ^he  did  not;  but  he  said  this:  We  had  an  interview,  as 
I  say,  which  extended  for  about  an  hour  and  a  half  in  the  morn- 
ing, in  the  forenoon.  Mr.  McCurdy  asked  me  when  I  was  to 
take  my  luncheon,  and  I  told  him.  He  asked  me  if  it  would 
be  convenient  for  me  to  meet  him  in  the  afternoon.  I  told  him 
that  it  would;  that  I  had  come  to  New  York  for  the  purpose  of 
■seeing  him ;  that  I  had  no  other  engagement  upon  that  day,  and 
if  it  would  serve  his  convenience  or  his  pleasure,  I  would  be  glad 
to  attend  at  such  hour  as  he  might  suggest.    I  did  return  in  the 

afternoon,  I  should  think,  at  about  two  o'clock,  and  we  had  a 
further  interview  that  covered  a  space,  I  should  think,  of  an 
hour  and  a  half,  in  which  Mr.  MtCurdy  iterated  and  reiterated 
the    sense   of   disappointment   over   this    decision.      He     finally 
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said  to  me,  "Mr.  Cady,  what  are  your  relations  with  the  Depart- 
ment of  Insurance?"  I  said,  "My  relations  are  simply  those  of 
counsel  who  is  consulted  from  time  to  time  upon  matters  upon 
which  the  Superintendent  requires  legal  advice."  He  said, 
"You  are  not  an  officer?"  I  said,  "No,  I  am  not  an  officer  of  the 
State."  He  said,  "Is  there  any  reason  why  you  should  accept  a 
retainer  in  behalf  of  the  Mutual  Life  upon  this  question?"  I 
said,  "Mr.  McCurdy,  there  is  every  reason  why  I  should  not  ac- 
cept a  retainer  in  behalf  of  the  Mutual  Life."  I  said,  "Again, 
while  I  have  not  been  counsel  in  this  particular  matter  in  which 
the  decision  of  the  Superintendent  has  been  made,  nor  consulted 
by  the  Superintendent  as  to  what  decision  should  be  made  by 
him  in  the  disposition  of  it,  I  have  yet  been  requested  by  him 
to  come  here  and  have  the  interview  which  I  have  had  with  you, 
and  I  regard  myself  to  that  extent  as  his  representative,  and  to 
such  an  extent  as  to  make  it  wholly  impossible  for  me  to  con- 
sider the  propositon  of  being  employed  or  taking  a  retainer 
from  the  Mutual  Life."  I  said,  "More  than  that,  Mr.  McCurdy, 
I  regard  the  question  as  closed,  that  no  further  consideration  of 
the  subject  would  be  of  any  good." 

Q.  Did  he  mention  any  amount  of  money?    A.  No,  sir. 

Q.  At  no  time  in  the  interview?    A.  No,  sir. 

Q.  Or  in  no  connection?    A.  In  no  connection. 

Q.  You  told  him  that  the  matter  was  closed,  and  that  Super- 
intendent Payn  had  decided  upon  his  action  ?  A.  I  told  him  that 
was  my  understanding  of  the  situation. 

Q.  Did  you  report  the  interview  to  Superintendent  Payn?  A. 
I  reported  the  substance  of  the  interview  to  Mr.  Payn. 
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Q.  Did  Mr.  Payn  advise  with  you  as  to  the  propriety  of  his 
course  in  admitting  these  companies?    A.  No,  sir. 

Q.  In  view  of  Section  33?    A.  No,  sir. 

Q.  Did  you  ever  learn  whether  there  was  any  understanding 
with  anyone  that  if  the  New  York  Life  was  admitted  into  Prus- 
sia these  Prussian  companies  should  be  admitted  here  ?  A.  No, 
Mr.  Hughes,  I  did  not. 

Q.  Nothing  of  that  sort — there  is  nothing  in  any  suggestion 
of  that  sort?  A.  No,  sir,  not  that  I  ever  knew.  I  knew  that 
the  matter  was  the  subject  of  consideration  at  the  State  Depart- 
ment at  Washington,  and  had  been  disposed  of  substantially  in  the 
manner  described  by  Mr.  Payn  while  he  was  on  the  stand  this 
morning. 

MR.  HUGHES:  That  is  all,  Mr.  Cady. 

ROBERT  H.  HUNTER,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows : 

BY  MR.  HUGHES : 

Q.  Mr.  Hunter,  you  "are  First  Deputy  of  the  Insurance  De- 
partment of  this  State?     A.  Yes,  sir. 

Q.  What  do  you  do  as  such  deputy?  A.  I  have  the  general 
conduct  of  the  New  York  office,  and  the  transaction  of  all  de- 
partment business  that  may  come  to  it  naturally. 

Q.  What  does  come  to  it  naturally?  A.  Well,  everything 
pertaining  to  the  organization  of  corporations  and  examination 
work  proper,  and  any  other  department  business  that  might 
be  sent  here  for  investigation. 
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Q.  Do  you  receive  the  annual  statements  of  life  insurance 
companies?     A.  No,  sir. 

Q.  Do  you  have  copies  of  the  annual  statements  of  life  in- 
surance companies?    A.  No,  sir. 

Q.  Are  not  the  annual  statements  placed  in  your  hands  for 
criticism?     A.  No,  sir. 

Q.  Or  analysis?     A.  No,  sir. 

Q.  When  do  you  ever  have  occasion  to  see  the  annual  state- 
ments of  life  insurance  companies?  A.  In  connection  with 
any  proposed  examination  of  any  life  insurance  company  un- 
der the  direction  of  the  Superintendent. 
Q.  Otherwise  not?  A.  Otherwise  not. 
O.  How  long  has  the  Department  maintained  a  New  York 
office?     A.  Just  before  I  was  connected  with  it. 

Q.  And  how  long  have  you  been  connected  with  it?  A. 
Since  February,  1897. 

Q.  Does  the  New  York  office  concern  itself  with  anything 
else  save  the  examination  of  com.panies  in  New  York  City? 
A.  And  all  department  business  which  may  be  sent  to  it  for 
investigation  or  inquiry  from  the  Albany  office. 

Q.  Are  any  other  matters  sent  to  it  for  investigation  and  in- 
qiliry  aside  from  the  matters  pertaining  to  examinations?  A. 
Frequently. 

Q.  Of  what  nature?  A.  Well,  I  would  have  to  refer  you 
more  particularly  to  the  record  for  that. 

Q.  I  don't  mean  in  detail  but  I  mean  in  general  classifica- 
tion. A.  We  frequently  have  requests  from  the  Albany  De- 
partment to  make  special  inquiries  in  certain  directions.  The 
nature  of  those  special  inquiries  I  could  not  recall  just  now. 
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They  are  numerous  in  the  course  of  the  year.  All  the  organiza- 
tion of  corporation,  as  I  have  stated,  is  conducted  through  the 
New  York  branch,  all  the  increases  of  capital,  all  the  numerous 
inquiries  that  it  is  necessary  for  the  Department  to  make  in 
connection  with  corporations  located  in  New  York  City  are 
conducted  through  this  office. 

Q.  Now,  it  appears  that  between  July,  1895,  and  October, 
1902,  something  over  seven  years,  the  Equitable  was  not  ex- 
amined by  the  Department  during  that  period.  During  that 
time  did  you  have  any  matters  referred  to  you  with  reference 
to  the  annual  statements  of  the  Equitable?  A.  Well,  I  was 
not  in  the  New  York  Department  in  1895. 

Q.  Well,  beginning  with  1897,  ^or  the  five  years  succeeding 
that  time?     A.  Repeat  your  question  again,  please. 

Q.  Did  you,  from  1897  to  1902,  have  any  matters  suggested 
by  the  annual  statements  of  the  Equitable  referred  to  you 
for  examination?     A.  Not  to  my  knowledge. 

Q.  Did  the  Albany  office  ever  send  down  to  you  in  New 
York  statements  of  the  Equitable  to  be  checked  over  by  you? 
A.  Never,  except  in  connection  v/ith  an  examination. 

Q.  And  according  to  the  report  furnished  by  the  Depart- 
ment there  was  no  examination  during  your  term  of  office  as 
Chief  Deputy,  prior  to  1902?  A.  Well,  that  I  could  not  say 
just  now. 

Q.  That  is  the  record  furnished  (showing  witness  paper). 
Does  it  accord  with  your  recollection?  A.  My  recollection  is 
that  since  I  have  been  in  the  Department  we  have  made  but  one 
examination  of  the  Equitable  until  1905 — that  is  two. 
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Q.  And  the  examination  so  made  was  made  about  three 
years  ago?  A.  I  presume  about  that  time,  I  could  not  recall 
the  date. 

Q.  So  that  in  a  case  like  the  Equitable  that  was  not  under 
examination  it  would  not  be  the  practice  to  refer  to  you  the 
annual  statement  for  such  suggestions  as  you  might  care  to 
make?     A.  No,  sir. 

O.  Did  you,  in  the  case  of  any  company  not  under  examina- 
tion, check  over  the  securities  and  go  over  the  statements  of 
market  values  put  down  in  the  annual  statements?  A.  Only 
in  connection  with  regular  examinations  wherever  it  might  be 
necessary.  • 

Q.  Outside  of  that  you  did  not  do  it?  A.  Only  special 
cases. 

Q.  Do  you  recall  any  special  case?  A.  Frequently — the  rec- 
ords will  show  a  number  of  cases  of  that  character  where  for- 
eign corporations 

Q.  Let  us  deal  with  New  York  companies.  A.  None  to  my 
knowledge,  except  in  the  case  of  regular  examinations. 

Q.  Was  that  inquiry  ever  referred  to  you  to  ascertain 
whether  the  securities  reported  to  be  on  hand  at  the  end  of 
the  given  year  were  on  hand  in  the  January  following?  A. 
Applying  generally  to  all  life  companies? 

Q.  In  the  case  of  any  New  York  life  company.  A.  Not  to 
my  knowledge. 

Q.  In  other  words,  have  you  in  your  New  York  office  ever 
attempted  to  ascertain  whether  a  company  was  engaged  in 
what  is  called  window-dressing— that  is  making  up  through 
substitutions  or  changes  of  securities  a  more  favorable  show- 
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ing  than  an  entirely  candid  statement  of  its  affairs  would  war- 
rant?   A.  Not  of  itself,  no. 

Q.  Have  they  ever  done  anything  of  the  kind?  A.  Not  to 
my  knowledge. 

Q.  Have  you  ever  received  any  instructions  to  do  anything  of 
the  kind'?    A.  Not  to  my  knowledge. 

Q.  And  you  have  given  no  instructions  to  any  examiner  to 
do  anything  of  the  kind?     A.  No,  sir. 

Q.  Did  you  ever  hear  of  the  end  of  the  year  loans  of  the 
Equitable  made  to  Kuhn,  Loeb  &  Company  prior  to  this  in- 
vestigation?    A.  In  connection  with  the  recent  examination. 

Q.  Did  you  find  out  in  the  recent  examination?  A.  I  think 
that  was  disclosed  in  the  conduct  of  the  examination  by  the 
Superintendent  during  last  Summer. 

Q.  It  was?     A.  I  think  so. 

Q.  Why  was  it  not  mentioned  in  the  report?  A.  I  could 
not  say  as  to  that.     I  did  not  make  the  report. 

Q.  Did  you  report  it  to  the  Superintendent?  A.  I  was  witTi 
the  Superintendent  in  connection  with  the  examination  he  made 
of  the  witnesses.     I  was  in  daily  attendance,  that  is  all. 

Q.  Do  you  mean  to  say  that  the  existence  of  loans  to  Kuhn, 
Loeb  &  Company,  and  in  the  names  of  their  clerks  for  millions 
of  dollars  at  the  end  of  the  year —  A.  No,  I  was  not  referring 
to  that. 

Q.  What  did  you  refer  to?  A.  I  referred  to  the  fact  that 
securities  had  been  bought  and  sold  through  Kuhn,  Loeb  & 
Company. 

Q.  I  was  not  asking  you  about  securities  bought  and  sold. 
A.  I  mistook  your  question. 
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Q.  I  was  asking  you  about  end  of  the  year  collateral  loans.  A. 
I  had  no  knowledge  of  that. 

Q.  Had  you  ever  heard  that  the  Equitable  made  loans  ostensibly 
upon  collateral  to  Kuhn,  Loeb  &  Company,  or  in  the  names  of 
their  clerks  at  the  end  of  the  year,  and  that  the  transactions  were 
disposed  of  early  in  the  year  succeeding,  the  object  of  the  trans- 
actions being  to  reduce  the  cash  balances  and  substitute  apparent 
collateral  loans  in  their  annual  statement  to  your  Department? 
A.  No. 

Q.  Never  heard  of  it  before  this  investigation  ?  A.  No,  except 
in  one  connection. 

Q.  What  was  that?  A.  During  the  recent  examination  of  the 
Equitable,  and  in  the  counting  of  the  securities,  the  examination 
disclosed  the  fact  that  a  certain  amount  of  Rochester  bonds,  I 
think  about  one  hundred  thousand  dollars'  worth,  had  been  treated 
in  that  way  for  a  year  or  two.  That  is  my  general  recollection  of 
that.     That  is  all. 

Q.  Did  you  ever  hear  of  any  substitution  of  securities,  or  parade 
of  securities  not  actually  owned,  in  the  case  of  the  American 
Union  Life  Insurance  Company,  which  subsequently  failed,  as  I 
am  informed  ?  A.  I  do  not  recollect  the  facts  connected  with  the 
American  Union  failure.  I  recall  the  fact  that  we  made  an  ex- 
amination of  them,  and  I  think  shortly  after  that  they  went  out 
of  business  or  were  re-insured.  But  any  facts  connected  with 
their  condition  or  the  result  of  that  examination,  I  could  not  recall 
it  now  without  seeing  the  papers. 

Q.  The  point  is,  that  apart  from  one  of  these  examinations 
which  took  place  at  intervals  of  years  you  never  went  to  the  office 
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of  any  one  of  the  companies  in  New  York  City,  or  sent  anyone 
to  the  ofHce  of  any  of  the  companies  in  the  early  part  of  January 
and  said:  "Let  me  check  off  these  collaterals  that  are  stated  in 
your  report  and  held  by  you  on  December  31st;  or  check  off  the 
securities  that  are  stated  as  held  on  December  31st."  That  was 
never  done?  A.  No,  only  in  connection  with  the  regular  exami- 
nations. 

Q.  Well,  the  regular  examinations  are  these  examinations 
at  intervals  of  years,  as  shown  by  the  records  of  the  Depart- 
ment?   A.  Upon  which  reports  are  made  to  the  Department. 

Q.  So  that  the  New  York  office  did  not  have  anything  to  do 
with  original  inquiries,  that  is,  it  did  not  institute  proceedings 
or  take  action  except  when  ordered  by  the  Albany  office?  A. 
That  is  all. 

Q.  And  apart  from  specific  inquiries  it  confined  its  labor  to 
the  regular  examinations?     A.  Largely. 

Q.  What  is  your  connection  with  the  examinations  which 
took  place — were  you  in  charge  of  them  ?     A.  Practically,  no. 

Q.  Who  was  in  charge?    A.  The  chief  examiner. 

Q.  Was  the  chief  examiner  subject  to  your  orders?  A.  Not 
specifically. 

Q.  Well,  generally,  you  were  the  First  Deputy,  were  you  not? 
A.  Generally. 

Q.  In  the  absence  of  the  Superintendent  you  had  complete 
authority  over  the  chief  examiner?    A.  Yes. 

Q.  You  could  tell  him  what  to  look  into  and  what  not  to 
look  into?    A.  Yes. 

Q.  What  instructions  did  you  give  him?  A.  I  never  gave 
him  any  specific  instructions  except  in  specific  cases. 
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Q.  Take  the  case,  for  example,  of  the  Mutual  Reserve  in  1899. 
What  instructions  did  you  give  ?  A.  Well,  the  examination  of 
the  Mutual  Reserve  in  1899,  Mr.  Vanderpoel  as  chief  examiner 
did  not  require  any  instructions  from  me  in  that  examination. 

Q.  Did  you  give  him  instructions?  A.  Frequently  during 
that  examination. 

Q.  Did  you  suggest  he  should  put  Mr.  Burnham  upon  oath? 
A.  Yes,  sir;  I  think  so. 

Q.  Did  he  do  it?    A.  He  did. 

Q.  Did  he  cross-examine  him  as  to  the  charges  that  had 
been  made  against  him  in  connection  with  the  management? 
A.  As  to  what  that  examination  covered,  I  am  not  prepared 
to  say. 

Q.  Well,  did  you  know  at  the  time  what  it  covered?  A. 
Only — at  the  time  ? 

Q.  Yes.     A.  Yes,  because  I  was  present. 

Q.  Were  you  supervising  the  work?  A.  No,  it  was  under 
the  direction  of  the  chief  examiner. 

Q.  And  he  was  under  your  direction?     A.  Yes. 

Q.  What  did  you  do  to  define  the  scope  of  that  examination? 
A.  About  the  close  of  that  examination  we  examined  Mr.  Burn- 
ham  as  President  of  that  association  at  the  New  York  office 
covering  certain  matters  that  had  been  disclosed  during  the  ex- 
amination and  likewise  certain  charges  that  had  been  made  in 
connection  with  the  management  of  it. 

Q.  Did  you  examine  him  as  to  the  Brockway  matter?  A.  I 
think  we  did. 

Q.  Have  you  got  that  examination?    A.  I  have  not. 
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Q.  Where  is  it?  A.  I  have  looked  for  that  examination  very 
thoroughly  since  the  papers  were  sent  down  here  and  I  have 
been  unable  to  find  it.     It  was  not  a  very  large  one. 

Q.  How  large  was  it?  A.  I  should  think  it  covered  a  couple 
or  three  pages. 

Q.  Of  typewriting?     A.  In  questions  and  answers. 

Q.  Was  that  his  whole  examination?    A.  That  is  all. 

Q.  Well,  did  you  suggest  to  Mr.  Vanderpoel  that  that  was  a 
rather  limited  examination  for  such  an  important  subject?  A. 
It  only  covered  certain  specific  things  that  we  wanted  his  af- 
firmance or  denial  of.  What  they  were  I  do  not  recollect,  but 
I  recollect  the  Brockway  matter  as  one  of  them. 

Q.  Do  you  recall  what  was  said  about  it?  A.  Well,  yes,  in 
a  general  way. 

Q.  What  was  it?  A.  He  had  to  admit  that  he  was  getting 
a  weekly  payment  of  something  like  $300 ;  the  result  of  the  exam- 
ination having  disclosed  the  fact. 

Q.  That  is  that  Brockway  was?    A.  Yes. 

Q.  Did  he  tell  you  what  Brockway  was  doing  for  it?  A. 
Well,  I  do  not  recollect  what  he  said,  but  I  think  he  was  on 
some  committee  and  had  charge  of  the  building  up  here  and 
some  other  things. 

Q.  Did  he  tell  you  that  he  was  getting  some  money  from 
Brockway,  that  Burnham  was  getting  some  money  from  Brock- 
way? A.  That  was  disclosed  in  the  examination  that  he  got 
something  like  $6,000. 

Q.  That  was  disclosed  in  your  examination?  A.  I  think 
so,  in  Mr.  Vanderpoel's  examination. 
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Q.  Why  was  not  that  reported  to  the  superintendent?  A.  I 
could  not  tell  you  that. 

Q.  Well,  you  saw  Mr.  Vanderpoel's  report?    A.  Frequently. 

O.  Well,  you  saw  it A.  During  our  preparation. 

Q.  When  it  was  made  up?     A.  Yes. 

O.  Why  did  you  not  instruct  him  to  include  it?  A-.  The 
chief  examiner  took  no  instructions  from  me  specifically. 

Q.  Why  did  you  not  give  it  to  him,  and  if  he  did  not  do 
what  you  wanted  him  to  do,  do  it  yourself?  A.  Well,  the  chief 
examiner  was  there  in  charge  of  examinations  and  I  did  not 
consider  it  within  the  line  of  my  duty  to  give  him  any  instruc- 
tions as  to  what  he  should  swear  to  in  his  report. 

Q.  You  were  his  superior?    A.  Yes. 

Q.  You  knew  if  he  left  out  an  important  matter  it  was  your 
duty  to  see  that  it  was  brought  to  the  attention  of  the  superin- 
tendent. Now,  here  was  the  case  where  the  president  of  the 
company  was  getting  from  a  man  to  whom  a  salary  was  paid  a 
substantial  equivalent  of  that  salary  and  you  did  not  report  it. 
Why  was  it?     A.  I  could  not  tell  you  why  he  did  not  report  it. 

Q.  Why  did  you  not  insist  upon  its  being  reported?  A.  Be- 
cause I  was  not  making  the  report. 

Q.  And  you  thought  that  as  chief  deputy  you  could  not  get 
that  word  to  the  superintendent?  A.  Well,  my  impression  is 
that  all  of  these  things  were  talked  over  casually  with  the 
superintendent. 

Q.  With  Superintendent  Payn?  A.  I  don't  recollect  that  I  told 
him  specifically  that. 
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Q.  Now,  you  do  not  trust  to  reporting  the  results  of  examina- 
tions  through  oral  interviews,   do  you?    A.  Oh,   no. 

Q.  That  is  not  the  practice  of  your  department?     A.  No. 

Q.  You  make  formal  reports?     A.  Yes. 

Q.  And  these  formal  reports  are,  in  the  nature  of  things,  rehed 
upon  by  the  superintendent  in  making  his  report?     A.  Yes. 

Q.  They  are  served  upon  the  companies  and  are  used  as  a  basis 
at  the  hearings  for  criticisms  which  may  be  made?     A.  Yes. 

Q.  And  you  realized  that  it  was  important  that  these  reports 
should  be  comprehensive  and  complete?  A.  We  tried  to  make 
them  so  whenever  we  thought  it  was  necessary. 

Q.  Did  you  examine  Mr.  Burnham  as  to  anything  else  ?  A.  I 
say  there  were  several  things  covered  by  that  examination.  I 
cannot  recollect  them. 

Q.  Did  you  recollect  anything  else?  A.  The  Brockway  mat- 
ter, and  I  think  we  also  asked  him  about  some  other  matter,  in- 
cidentally. By  the  way,  I  want  to  say  right  here  that  a  copy  of 
that  examination  was  furnished  Mr.  Brockway. 

O.  Furnished  to  Mr.  Brockway  ?     A.  Yes,  at  his  request. 

O.  Was  it  furnished  to  the  superintendent?  A.  I  do  not  recall 
what  was  done  with  that  copy.  I  presumed  up  until  recently 
that  it  was  in  the  papers  that  were  on  file  in  the  department. 

Q.  Do  you  recall  any  other  matter  that  you  examined  Mr.  Burn- 
ham  about?     A.  No,  not  specifically. 

O.  Did  you  put  anybody  else  on  oath?  A.  No,  not  to  my 
recollection. 

Q.  Did  you  call  for  those  that  had  made  the  charges  and  make 
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them  testify  under  oath  as  to  what  they  had  said,  or  rather  the 
basis  for  what  they  had  said  ?     A.  Whom  do  you  refer  to  ? 

Q.  Well,  there  were  Mr.  Wells  and  Mr.  Stevenson,  and  some 
others.  A.  I  do  not  recollect  Mr.  Stevenson.  Mr.  Wells,  I 
recollect,  and  Mr.   Moss. 

Q.  Was  Mr.  Moss  examined?    A.  No. 

Q.  Was  Mr.  Wells  examined?     A.  No. 

Q.  Did  you  examine  anyone  besides  Mr.  Burnham?     A.  No. 

Q.  And  you  limited  his  examination  to  three  typewritten  pages? 
A.  I  think  it  was  about  that. 

Q.  Did  you  profess  to  be  really  examining  those  charges? 
A.  We  not  only  professed  to  be  examining  them,  but,  in  fact,  they 
were  examined. 

Q.  Why  did  not  you  report  on  them  ?     A.  I  could  not  tell  you. 

Q.  You  had  the  charges  here,  and  I  believe  they  were  delivered 
to  the  committee?  A.  Yes,  we  have  them  here,  that  is,  some  of 
them;  or,  rather,  the  statement  of  Mr.  Wells. 

Q.  Did  you  have  an  affidavit  from  Mr.  Wells?  A.  About 
what? 

Q.  In  regard  to  the  charges  ?  A.  I  do  not  recall  any  affidavit, 
I  do  not  recall  that  Mr.  Wells'  statement  of  charges  were 
sworn  to. 

Q.  Did  you  at  your  office  ever  examine  into  any  actuarial 
matters?    A.  No,  sir. 

Q.  That  is,  did  you  inquire  into  the  manner  in  which  dividends 
were  calculated?    A.  No. 

Q.  Or  the  times  and  manner  in  which  surplus  was  distributed? 
A.  No,  sir. 
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Q.  All  the  actuarial  matters  were  attended  to  at  Albany?  A. 
Yes,  sir. 

Q.  Did  you  examine  securities,  that  is  to  say  the  class  and 
character  of  securities  reported  by  companies?  A.  By  com- 
panies? 

Q.  Yes.    A.  In  the  course  of  an  examination  whenever 

Q.  But  not  outside  of  that  ?    A.  No. 

Q.  We  find,  for  example,  in  the  case  of  the  Metropolitan  se- 
curities on  December  31st,  1904.  Here  are  certain  securities  of 
the  Pope  Manufacturing  Company  par  value  $250,000,  market 
value  $247,500.  Has  that  schedule  been  referred  to  you,  that 
is  to  your  office?    A.     1904? 

Q.  Yes.    A.  No,  sir. 

Q.  So  that  the  propriety  of  that  inclusion  has  not  been 
brought  to  the  attention  of  the  New  York  office?    A.  No,  sir. 

Q.  And  whether  or  not  the  securities  mentioned  in  that  Ust 
have  any  such  market  value  is  a  matter  that  so  far  as  you  know 
the  department  has  never  looked  into  ?    A.  Yes,  sir. 

Q.  It  turns  out  that  chat  valuation  is  based  upon  a  guaranty. 
Is  it  the  practice  of  the  department  to  accept  guarantees  as  a 
support  for  values  of  securities?    A.  I  think  not. 

Q.  Now,  is  there  any  annual  statement  of  December  31st, 
1904,  of  any  company  which  has  its  principal  office  in  New  York 
City  that  has  been  referred  to  the  New  York  office  for  examina- 
tion? A.  No,  sir.  And  in  that  connection,  if  you  will  permit 
me  to  say,  that  there  would  have  hardly  been  any  room  to  make 

any  examination  if  it  had  been  referred We  have  been 

pretty  busy  since  January,  1905. 
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Q.  Yes.  But  they  have  not  had  an  opportunity  to  test  your 
capacity,  or  at  least  they  have  not  tested  it  ?  A.  Not  in  that  direc- 
tion. 

Q.  How  many  have  you  on  your  staff  in  the  New  York  office? 
A.  We  are  limited  to  thirteen  by  statute.  I  believe  the  number  is 
full,  of  examiners. 

Q.  We  have  learned  from  the  testimony  of  other  witnesses  that 
these  annual  statements  when  they  come  in  go  to  the  Statistician 
at  Albany.  I  should  infer  that  if  a  question  is  not  referred  to  the 
New  York  office  or  an  examination  is  not  about  to  be  made,  that 
is  the  only  examination  that  the  statement  is  subject  to,  is  that 
your  understanding?  A.  I  cannot  state  what  the  practice  of  the 
Department  at  Albany  is. 

Q.  So  far  as  you  know?    A.  I  do  not  know  what  it  is. 

Q.  You  add  here  to  what  you  have  as  to  the  New  York  office  ? 
A.  Yes. 

Q.  So  that  these  statements  that  are  included  in  the  report  of 
the  Superintendent  and  submitted  to  the  Legislature  annually  are 
the  statements  as  they  come  in  from  the  companies  without  criti- 
cism or  analysis?    A.  Not  to  my I  could  not  answer  that. 

Q.  So  far  as  you  know?  A.  So  far  as  I  know,  and  I  don't 
know  anything  about  it. 

Q.  Well,  you  know  that  you  do  not  subject  them  to  any?  A.  I 
do  know  that. 

Q.  Do  you  examine  the  New  York  Life  or  did  you  have  charge 
of  the  New  York  Life's  examination  in  1899?  A.  I  must  have; 
I  was  here  in  1897. 

Q.  What  part  did  you  take  in  that  examination?  A.  No  spe- 
cific part  at  all.     My  office  duties  kept  me  pretty  well  occupied. 
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Q.  What  are  your  office  duties  ?  A.  Covering  all  matters  sent 
here  by  the  Department,  as  I  said  before. 

Q.  Well,  what  are  they  practically?  A.  Well,  the  records  of 
the  Department  would  be  the  best  evidence  of  that. 

Q.  With  regard  to  life  companies  ?  A.  Not  anything  except  in 
the  course  of  examination  of  life  companies,  except  some  special 
information  is  asked  for. 

Q.  Have  you  had  anything  referred  to  you  in  connection  with 
the  New  York  Life  apart  from  the  examinations  of  1899  and 
1904?  A.  Not  that  I  recall,  unless  it  was  an  appraisal  of  their 
real  estate  and  mortgage  holdings  for  a  certain  period. 

Q.  Apart  from  that,  during  the  eight  years  that  you  have  been 
connected  with  the  Department  you  have  had  no  inquiries  submit- 
ted to  you  as  to  the  New  York  Life?  A.  Not  to  my  knowl- 
edge, no. 

Q.  Have  you  had  any  inquiries  submitted  to  you  by  the  Albany 
office,  or  have  you  made  any  examination  of  the  affairs  of  any 
other  of  the  insurance  companies  doing  business  in  the  City  of 
New  York,  except  in  connection  with  the  examination  stated  on 
this  table.  Exhibit  828?  A.  I  do  not  know  what  is  there  stated. 
I  have  not  seen  it. 

Q.  (Handing  paper.)  That  is  a  statement  of  the  examination. 
I  want  to  know  whether,  apart  from  those,  you  recall  making  any 
examination  of  any  particular  matter  in  connection  with  any  of 
those  companies?  A.  Well,  I  could  not  say,  Mr.  Hughes,  with- 
out examining  it,  but  I  presume  that  if  this  is  a  Department  record 
it  is  made  up  from  the  record  of  that  office 

Q.  Yes.     I  am  not  referring  to  the  examinations  you  have 
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described,  the  full  examinations  made  from  time  to  time,  but  I 
want  to  know  whether  you  recall  any  matters  suggested  by  their 
annual  statement  or  referred  to  you  by  the  Albany  office  which 
you  have  looked  into  ?  A.  I  do  not  recollect  anything  now.  The 
records  of  the  office  would  show  whether  anything  was  done  in 
that  direction. 

Q.  Does  the  record  show  completely  what  is  done  in  connection 
with  all  companies  ?  A.  Yes,  sir,  the  correspondence  of  the  office 
will  show. 

Q.  What  sort  of  a  record  do  you  keep,  showing  your  action  in 
regard  to  the  companies?  A.  The  correspondence  record,  that 
is  all. 

Q.  Do  you  mean  the  letter  books?  A.  Yes,  and  the  files  of  all 
— copies  of  all  important  reports  made  in  connection  with  any 
inquiry  made  from  the  Albany  office. 

Q.  You  mean  copies  of  the  reports  made  of  the  examinations? 
A.  Yes,  and  largely  on  special  inquiries. 

Q.  Do  you  keep  a  record  of  special  imquiries  outside  of  your 
letter  books?    A.  No,  sir. 

Q.  Then  by  examining  the  records  of  your  office  you  mean 
going  through  the  letter  books  to  see  if  you  have  taken  up  any 
particular  matter?    A.  Yes. 

Q.  Have  you  had  any  inquiry  into  the  Life  Association  of 
America,  apart  from  the  examination  referred  to?  A.  Recent 
examination  ? 

Q.  Yes.     A.  Not  that  I   recall. 

Q.  Do  you  ever  send  to  any  of  the  companies  to  require  a  sub- 
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mission  to  you  of  the  circulars  that  they  issue,  or  the  advertise- 
ments that  they  insert?    A.  No,  sir.' 

Q.  Has  that  ever  been  required  of  you  by  the  department? 
A.  No,  sir. 

Q.  Do  you  ever  insist  upon  an  examination  of  policies,  forms 
of  policies?  A.  My  understanding  is  that  in  the  examination  of 
the  corporations,  the  examinations  of  the  forms  of  policies  is  gone 
into  by  the  examiner. 

Q.  You  mean  in  connection  with  the  examinations  which  are 
made  at  intervals  of  years?    A.  Yes. 

Q.  The  general  and  full  examination?    A.  Yes. 

Q.  Apart  from  that,  do  you  ever  call  for  forms  of  policies? 
A.  At  this  office? 

Q.  Yes.     A.  No,  sir. 

MR.  HUGHES  :  That  is  all. 

THE  WITNESS :  Just  a  word.  If  you  will  permit  me.  The 
New  York  office  was  established,  as  I  understand  it,  for  con- 
venience, not  only  of  the  insurance  companies,  but  for  the  Insur- 
ance Department,  for  the  expedition  of  the  business  and  as  a  mat- 
ter of  economy.  Previous  to  its  establishment,  I  understand, 
the  force  was  kept  in  Albany,  and  whenever  it  was  necessary, 
they  were  brought  down  here  to  make  examinations  and  taken 
back.  We  have  a  regularly  established  branch  here  with  all  the 
records  made  since  it  was  established.  I  get  nothing  here  except 
what  I  am  ordered  from  the  Albany  Department. 
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Q.  You  have  made  that  very  clear.  In  other  words,  you  do  not 
act  on  your  own  initiative?     A.  No,  sir. 

Q.  You  act  under  orders?    A.  Yes. 

Q.  You  do  not  do  anything  except  matters  are  referred  to  you, 
and  in  connection  vi^ith  life  insurance  companies  you  do  not 
recollect  what  has  been  referred  to  you  outside  of  the  general 
examinations  shown  by  the  list?     A.  Not  now. 

MR.  HUGHES :  I  will  offer  and  read  in  evidence  a  letter  ad- 
dressed to  Dr.  Horace  R.  Powell  by  the  Medical  Director  of  the 
Equitable — under  date  of  December  7th,  1903. 

(Paper  admitted  and  marked  Exhibit  No.  862.) 

Mr.  Hughes  then  read  Exhibit  No.  862. 

Q.  Did  you  know  Dr.  Horace  R.  Powell  ?    A.  Yes,  sir. 

Q.  What  were  your  relations  with  him  ?     A.  When  ? 

Q.  1903?    A.  Apparently  friendly. 

Q.  And  actually  what?  A.  Well,  I  could  not  answer  that. 
He  pretended  to  be  a  friend  of  mine  in  1903,  and  I  had  every 
reason  to  believe  he  was. 

Q.  In  what  way  did  you  come  in  contact  with  him?  A.  Oh, 
he  lives  where  I  do. 

Q.  Where  is  that?    Poughkeepsie. 

Q.  Was  he  in  politics  ?     A.  He  thought  so. 

Q.  Were  you?    A.  Yes. 
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Q.  Were  you  political  friends,  or A.  Well,  he  was  tem- 
porarily a  political  friend  of  mine. 

Q.  When  did  he  cease  to  be  such?  A.  I  guess  it  is  about  the 
date  of  that  letter. 

Q.  About  the  time  he  was  discharged  from  the  Equitable? 
A.  Previous  to  that,  a  year  or  more.     Is  that  the  Equitable  letter  ? 

Q.  Yes,  this  is  the  letter  from  the  Medical  Director  of  the  Equit- 
able to  Dr.  Powell,  that  he  had  been  dismissed.  Do  you  recall 
the  fact  of  his  dismissal?  A.  Yes,  or  at  least  I  understood  his 
services  were  dispensed  with. 

Q.  Was  that  after  he  got  into  a  row  with  you?  A.  He  never 
got  into  any  row  with  me. 

Q.  Well,  what  happened?  A.  Well,  he  undertook  to  make  a 
row  with  me,  but  I  did  not 

Q.  You  would  not  have  it?    A.  No. 

Q.  It  took  two  to  make  a  quarrel  and  you  would  not  quarrel? 
A.  Yes.    I  would  not  quarrel  with  him,  anyway. 

Q.  Why  not  ?    A.  Because  he  was  not  in  my  class. 

Q.  Were  you  on  opposite  sides?  What  was  the  difficulty? 
A.  Well,  I  think  I  was  instrumental  in  getting  the  doctor  at- 
tached to  the  medical  staff  of  some  corporation  down  here,  at  his 
personal  request.  I  don't  recollect  now  whether  it  was  the 
Equitable  or  the  Mutual  Life,  in  the  examination  of  whatever 
applications  for  insurance  they  had  up  there  in  that  city ;  and  I 
was  instrumental  in  helping  him  in  a  good  many  other  ways  to 
satisfy  his  ambitions  that,  of  course,  this  committee  cares  noth- 
ing about.  He  was  struck  all  of  a  sudden  with  what  is  called 
political  paresis — it  is  known  as  the  big  head — and  he  thought  it 


6032 


Testimony  of  Robert  H.  Hunter 

was  a  proper  thing  for  him  to  do  in  the  discharge  of  his  profes- 
sion to  abuse  me  personally.  If  you  will  pardon  me  right  there, 
the  doctor  was  a  candidate  for  Mayor  of  our  city,  and  his  candi- 
dacy did  not  meet  with  that  approval  that  he  thought  probably 
it  ought  to  meet  with ;  and  further  than  that— I  do  not  wish  to 
make  this  tedious,  you  know,  but  it  is  all  explanatory  of  this 
letter- 

Q.  Yes?  A.  We  amended  our  charter  in  the  city  of  Pough- 
keepsie  a  few  years  ago  and  changed  the  method  of  appointing 
the  Board  of  Education.  The  doctor  was  a  member  of  that 
board,  and  in  its  reorganization  we  left  him  off  for  good  and 
sufficient  reasons,  and  leaving  him  off  met  with  general  approval 
of  everybody  irrespective  of  party.  That  was  the  source  of  the 
doctor's  grievance  in  connection  with  his  disappointment  in  not 
being  nominated  for  Mayor. 

Q.  When  was  that?  A.  Oh,  within  a  year  or  more  previous 
to  that.  And  he  stumbled  around  town  there  for  a  long  time 
until  it  became  annoying  to  me.  And  I  think  I  went  to  some 
officer  of  this  corporation  and  told  them  that  I  did  not  come 
there  in  an  official  capacity,  but  I  came  there  personally  to  ask 
them  if  they  thought  it  was  the  proper  thing  to  have  a  man  of 
that  capacity  and  that  character  representing  them  in  their  cor- 
poration.   I  put  the  whole  case  right  up  to  them. 

Q.  And  they  agreed  that  he  should  go  ?  A.  And  they  agreed 
that  he  should  go.  Now,  if  that  is  to  be  construed  in  the  nature 
of  a  formal  request  for  his  discharge  I  am  willing  it  should  go 
on  the  record  that  way. 
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JOHN  J.  MERRILL,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows- 

BY  MR.  HUGHES: 

Q.  Mr.  Merrill,  you  are  connected  with  the  Comptroller's 
office?    A.  I  am. 

Q.  In  what  capacity?     A.  Corporation  tax  clerk. 

Q.  How  long  have  you  been  a  corporation  tax  clerk?  A. 
Nearly  12  years. 

Q.  Do  you  remember  the  litigation  over  the  question  wheth- 
er Chapter  118  of  the  Laws  of  1901  permitted  tax  upon  pre- 
miums upon  contracts  written  prior  to  the  date  that  law  took 
effect?  A.  I  remember  that  we  so  construed  the  law  in  the 
office,  yes,  sir. 

Q.  When  the  act  of  1901  providing  for  a  tax  on  premiums 
went  into  operation,  the  Comptroller's  office  construed  it  to 
be  retroactive?     A.  Yes,  sir. 

Q.  And  to  apply  to  premiums  on  policies  previously  writ- 
ten?   A.  And  collected  during  the  year  1901,  yes,  sir. 

Q.  And  collected  during  the  year  1901.  And  you  laid  the 
tax  accordingly?    A.  Yes. 

Q.  Did  you  take  an  opinion  from  the  Attorney- General  upon 
that  point  ?     A.  No,  sir. 

Q.  That  was  a  departmental  matter?    A.  Yes,  sir. 

Q.  Were  applications  made  by  insurance  companies  for  a 
remission  of  that  tax?     A.  Yes,  sir. 
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Q.  What  companies,  if  you  recall  them,  raised  the  question? 
A.  In  the  first  place  the  question  was  raised  primarily  with  re- 
lation to  the  Provident  Savings  Life  Assurance  Society. 

Q.  Who  raised  it  in  behalf  of  the  Provident  Savings?  A. 
Mr.  McCall. 

Q.  Edward  E.  McCall?    A.  Yes,  sir. 

Q.  Did  he  file  a  petition  for  a  review  of  the  assessment? 
A.  He  did. 

Q.  With  the  department?    A.  Yes. 

Q.  And  what  action  did  the  department  take  upon  it?  A. 
They  denied  the  application. 

Q.  What  other  companies  brought  it  up?  A.  The  Equitable 
— do  you  mean  the  domestic  companies? 

Q.  Yes,  I  am  speaking  now  entirely  of  domestic  companies. 
A.  The  Equitable,  the  Manhattan,  the  Metropolitan,  Mutual 
Life,  the  Mutual  Reserve — I  beg  your  pardon,  not  at  that 
time,  the  New  York  Life,  the  Connecticut  Mutual,  that  is  a 
foreign  corporation.  That  was  all  the  domestic  companies  at 
that  time. 

Q.  Who  appeared  for  those  companies?    A.  Mr.  McCall. 

Q.  And   filed   the  petitions?     A.  Yes,   in   each   case. 

Q.  And  all  of  the  petitions  were  denied?  A.  Yes — no,  I 
beg  pardon,  it  was  denied  only  with  relation  to  the  one  com- 
pany and  an  agreement  that  they  should  all  abide  the  event 
of  the  Provident  Savings,  as  the  same  question  was  involved 
in  each  of  the  cases. 

Q.  Then  the  matter  was  taken  to  the  Supreme  Court  by  cer- 
tiorari?   A.  Yes. 
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Q.  And  the  result  through  the  Appellate  Division  was  what? 
A.  The  affirmance  of  the  Comptroller's  decision. 

Q.  And  finally  that  was  reversed  by  the  Court  of  Appeals? 
A.  It  was. 

Q.  Do  you  know  Mr.  Andrew  Hamilton?  A.  I  know  him 
by  sight. 

Q.  Have  you  ever  met  him?    Yes,  sir. 

Q.  Has  he  ever  come  to  the  office  with  regard  to  these  tax 
matters?     A.  Yes,  sir,  two  or  three,  possibly  four  times. 

Q.  How  many  domestic  insurance  companies  did  he  finally 
represent,  for  I  understand  he  succeeded  Mt.  McCall  in  rep- 
resenting those  you  have  named?    A.  He  did. 

Q.  If  you  will,  give  a  statement  of  all  the  domestic  insurance 
companies  that  Mr.  Andrew  Hamilton  represented?  A.  The 
Equitable  Life  Assurance  Society — here  is  one  that  I  do  not 
know  whether  it  is  foreign  or  domestic,  the  Germania  Life,  but 
that  was  not  in  at  that  time. 

Q.  Yes.  A.  The  Manhattan  Life  Insurance  Company,  the 
Metropolitan  Life  Insurance  Company,  the  Mutual  Life  In- 
surance Company,  the  New  York  Life  Insurance  Company,  the 
Provident  Savings  Life  Assurance  Society.  Now  the  United 
States  Life  Insurance  Company,  I  don't  know  whether  it  is 
foreign  or  domestic. 

Q.  That  is  domestic.  Did  he  represent  that?  A.  Yes,  sir, 
but  that  was  not  in  the  original  applications,  there  are  some 
others,   however. 

Q.  Well,  did  he  subsequently  represent  that?  A.  Yes,  and 
some  others. 
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Q.  What  others  did  he  represent  of  domestic  companies? 
A.  Well,  it  is  the  Home  Life,  I  think,  is  that  a  domestic  com- 
pany? 

Q.  Yes.  A.  And  the  Manhattan  and  the  Mutual  Reserve 
Life  Insurance  Companies.    That  is  all. 

Q.  Those  are  the  companies  he  represented?  A.  That  is 
domestic  companies. 

Q.  Domestic  companies  he  represented?     A.  Yes,  sir. 

Q.  Now,  I  will  ask  you  to  state  upon  the  record  the  amount 
credited  or  allowed  as  a  rebate  to  those  insurance  companies 
represented  by  Mr.  Hamilton  pursuant  to  the  decision  in  the 
Provident  Savings  Life  Assurance  Society  against  Miller?  A. 
Foreign  and  domestic,  both? 

Q.  No,  simply  the  domestic.  State  the  amount  credited  or 
rebated.  A.  The  Equitable  Life  Assurance  Society  recovered 
taxes  of — the  entire  amount  of  taxes  of  1901,  a  portion  oi 
1902,  and  a  portion  of  1903.  The  amount  credited  them  under 
this  decision  was: 

Principal    $259,598.95 

To  which  there  was  added  interest  from  the  date  of 
payment  to  the  date  of  final  adjustment 21,974.11 

Total   $281,573.06 

The  Home  Life  Insurance  Company  Taxes  of  1903, 

only    $2,391.54 

Interest    149.48 

$2,541.22 
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The  Manhattan  Life  Insurance  Company  Taxes  of 

1903,  only  $3.31776 

No  interest. 

The  Metropolitan  Life  Insurance   Company  Taxes 

of  1901,  1902  and  1903 $229,864.80 

Interest    19,986.12 

Total    $249,850.92 

Mutual   Life    Insurance    Company   Taxes   of    1901, 

1902  and  1903 $200,696.68 

Interest    16,000.32 

Total   $216,697.00 

Mutual    Reserve    Life    Insurance    Company,    1903, 

Taxes  only   $4,742.48 

Interest  294.43 

Total    $5,036.91 

New  York  Life  Insurance  Company  Taxes  of  1901, 

1902  and  1903 $252,810.08 

Interest    19,893.19 

Total   $272,703.27 

Provident  Savings  Life  Assurance  Society  Taxes  of 

1901,  1902  and  1903 $13,235.50 

Interest    , i, 197-97 

Total   $14,433.47 
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United   States    Life   Insurance   Company   Taxes   of 

1903,  only   $2,651.40 

Interest 158.65 

Total   $2,810.05 

Q.  In  each  case  you  have  given  the  amount  of  the  rebates 
due  to  the  decision?    A.  I  have. 

Q.  You  have  referred  in  some  cases  to  taxes  of  1903,  only. 
How  did  it  happen  that  taxes  of  1901  and  1902  were  not  in- 
cluded in  the  case  of  those  companies?  A.  Because  the  ap- 
plications were  not  filed  until  after  the  short  statute  of  limita- 
tions, provided  in  Article  9  of  the  Tax  Law,  had  already  run 
against  the  power  of  the  Comptroller  to  reopen  and  revise  such 
accounts. 

O.  Did  Mr.  Hamilton  subsequently  appear  for  foreign  in- 
surance companies?    A.  He  did. 

Q.  At  what  time?  A.  Well,  I  think,  Mr.  Hughes,  that  Mr. 
McCall  appeared  for  the  Connecticut  Mutual  at  the  same  time 
when  the  applications  were  made  for  the  domestic  companies 
as  the  decision  permitted  a  recovery  for  1901,  1902  and  1903. 
That  seems  to  be  the  only  case  where  a  foreign  corporation 
covered  more  than  one  year.  Later  on,  and  after  Mr.  Hamil- 
ton came  into  the  case,  an  application  was  made  for  certain 
other  foreign  life  insurance  companies  which  must  have  been 
filed  before  March  i,  1905.  I  am  unable  to  give  you  the  exact 
date.     I  will  get  it  for  you  if  you  want  it. 

Q.  Well,  it  was  after  the  decision  of  the  Court  of  Appeals 
in  the  Provident  Savings  case?    A.  Yes,  I  think  it  was. 
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Q.  Did  you  refer  the  matter  to  the  Attorney- General  to  ascertain 
whether  under  the  decision  in  the  Provident  Savings  case  it  was 
proper  to  allow  a  rebate  to  a  foreign  insurance  company  ?  A.  The 
State  Comptroller  referred  it,  yes,  sir. 

Q.  (Handing  paper.)  And  this  is  the  letter  of  reference  and  the 
reply  of  the  Attorney-General  ?  A.  These  are  copies  of  the  same, 
yes,  sir. 

Q.  Was  that  done  at  Mr.  Hamilton's  request?     A.  No,  sir. 

Q.  Or  after  these  applications  came  in  ?     A.  No,  sir. 

Q.  Had  the  matter  of  allowances  to  the  foreign  companies  come 
up  before  he  had  filed  his  application  for  rebates?  A.  No,  sir, 
except  in  the  case  of  the  Connecticut  Mutual.    It  had  in  that  case. 

Q.  Had  he  represented  them  originally,  or  Mr.  McCall  orig- 
inally?   A.  Mr.  McCall. 

Q.  And  succeeded  by  Mr.  Hamilton?     A.  Yes,  I  think  so. 

Q.  Who  brought  the  matter  to  the  attention  of  the  department 
after  the  decision  of  the  Court  of  Appeals  ?     A.  Mr.  Hamilton. 

Q.  And  then  it  was  referred  to  the  Attorney-General  ?  A.  With 
relation  to  the  foreign  companies,  yes,  sir. 

MR.  HUGHES :  I  offer  those  in  evidence. 

(Papers  marked  Exhibits  863  and  864.) 

THE  WITNESS :  If  you  want  an  explanation  of  that  I  can 
give  it. 

Q.  Yes.  A.  There  was  some  question  in  my  mind  as  to  whether 
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the  decision  in  the  case  of  the  domestic  companies  covered  that 
of  the  foreign  companies,  based  principally  upon  the  ground  that 
as  I  understood  the  matter  foreign  companies  had  to  take  out  an 
annual — obtain  an  annual  permit  to  do  business  here,  and  it  was 
on  that  ground  that  the  question  was  submitted  to  the  Attorney- 
General  after  my  conversation  with  the  Comptroller  in  which  I 
called  that  matter  to  his  attention. 

Exhibits  863  and  864  read  by  Mr.  Hughes. 

Q.  Will  you  state  the  amount  credited  or  rebated  to  foreign 
insurance  companies  represented  by  Mr.  Hamilton?  A.  The 
Aetna  Life  Insurance  Company,  tax  of  1903,  $8,202.96 ;  interest, 
$516.86;  total,  $8,819.82.  Connecticut  General  Life  Insurance 
Company,  tax  of  1903,  $1,372.63;  interest,  $82.59;  total, 
$1,455.22.  Connecticut  Mutual  Life  Insurance  Company,  taxes 
of  1901,  1902  and  1903,  $32,178.45;  interest,  $3,753-1 1;  total, 
$35,931.56.    The  Germania,  I  think,  is  one 

Q.  The  Germania  is  a  domestic  company  and  should  have  been 
included  in  the  other  list.  You  might  mention  it.  A.  The  Ger- 
mania should  have  been  included  in  the  other  list.  Taxes  of  1903, 
only  $2,619.19;  interest,  $I57-IS ;  total,  $2,776.34.  Foreign,  John 
Hancock  Mutual  Life  Insurance  Company,  taxes  of  1903,  $27,- 
975.96;  interest,  $1,628.97;  total,  $29,604.93.  Home  Life  Insur- 
ance Company 

Q.  That  is  a  domestic  company.  A.  Yes.  Northwestern  Mu- 
tual Life  Insurance  Company,  taxes  of  1903  only,  $25,226,61; 
interest,  $1,522.02 ;  total,  $26,748.63.  Phenix  Mutual  Life  Insur- 
ance Company,  tax  of  1903,  $3,395-89;  interest,  $204.60;  total. 
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$3,600.49.  Travellers'  Insurance  Company,  Life  Department,  1903 
only,  $4,544.80;  interest,  $274.12;  total,  $4,818.92. 

Q.  Do  you  know  whether  Mr.  Hamilton  was  representing  these 
companies  in  procuring  rebates  in  other  States  under  reciprocal 
laws?     A.  I  do  not. 

Q'.  Do  you  know  what  his  arrangement  was  'with  these  com- 
panies you  have  mentioned  for  compensation  ?  A.  Only  as  I  have 
read  the  proceedings  of  this  investigation. 

GEORGE  G.  HAVEN,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows : 

BY  MR  HUGHES : 

Q.  Mr.  Haven,  how  long  have  you  been  a  trustee  of  the  Mutual 
Life  Insurance  Company?  A.  I  think  either  eleven  or  twelve 
years,  I  think,  sir,  I  am  not  sure. 

Q.  Of  what  committees  have  you  been  a  member?  A.  I  have 
been  a  member  of  the  Finance  Committee  and  the  Insurance  Com- 
mittee.   I  think  that  is  all. 

Q.  How  long  have  you  been  a  member  of  the  Finance  Commit- 
tee ?  A.  I  think  I  was  put  on  it  within  two  or  three  years  after  I 
first  went  into  the  company. 

Q.  And  have  served  continuously  since?     A.  Yes. 

Q.  Were  you  ever  a  member  of  any  sub-committee  of  the 
Finance  Committee?    A.  Yes. 

Q.  Of  what  sub-committee?  A.  I  was  a  member  of  the  sub- 
committee that  meets  twice  a  week  to  look  over  the  securities 
offered  by  the  different  parties  to  the  company. 
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Q.  Who  are  the  members  of  that  sub-committee?  A.  The 
present  members  are  Mr.  IseHn — the  president  and  the  treasurer, 
Mr.  Iselin  and  Mr.  Jarvie,  as  representing  Mr.  Juilliard,  who 
is  away.  Mr.  Juilliard  is  on  the  committee,  but  in  his  absence 
Mr.  Jarvie  represents  him. 

Q.  Has  the  membership  of  the  sub-committee  changed  re- 
cently? A.  Only  to  the  extent  that  in  the  departure  of  Mr. 
Juilliard  Mr.  Jarvie  has  taken  his  place.  I  think  that  took  place 
in  September,  if  I  remember  right. 

Q.  Have  you  ever  been  a  member  of  any  committee  ap- 
pointed to  fix  the  salaries  of  executive  officers?  A.  I  am 
obliged  to  you  for  asking  me  that.  I  did  not  know  I  was  until 
they  brought  it  out  in  this  investigation.  I  acted  as  the  substi- 
tute for  a  gentleman  in  Europe  in  fixing  the  salary  and  chang- 
ing the  salary  of  the  general  manager. 

■Q.  When  was  that?  A.  My  recollection  is  that  it  was  about 
two  years  ago  last  July  that  it  was  first  fixed,  and  about  a 
year  afterwards  that  the  salary  was  changed. 

Q.  Who  acted  with  you  on  that  committee?  A.  I  think  it 
was  Mr.  Juilliard.  My  recollection  of  the  first  meeting  is  pretty 
clear,  for  I  have  seen  a  minute.  The  minute  of  the  second  meet- 
ing I  have  not  seen.  The  first  minute  states  that  Mr.  Haven  acted 
for  Mr.  George  Baker,  who  was  abroad,  and  fixed  such  and  such 
a  salary.  The  second  time  it  was  changed  it  is  my  recollection 
that  I  acted  in  the  same  way,  but  I  am  not  positive,  for  I  have 
not  been  able  to  see  the  minutes. 

Q.  Were  Mr.  Juilliard  and  yourself,  or  Mr.  Juilliard  and  Mr. 
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Baker   the  only  members   of   the   sub-committee?     A.  Oh,   no, 
Mr.  Iselin  was  a  member. 

Q.  I  am  speaking  of  the  Salary  Committee?  A.  I  think  the 
only  members  were  Mr.  Baker  aad  Mr.  Juilliard,  so  far  as  1 
know. 

Q.  Were  they  specially  appointed  at  this  time,  or  did  they 
continue  for  a  longer  period?  A.  To  my  recollection  I  never 
heard  of  their  appointment.  I  think  they  were  on  that  before  I 
was  a  member  of  the  board;  I  am  not  swearing  positively  to 
that ;  that  is  my  recollection. 

Q.  By  whom  were  they  appointed?  A.  Well,  sir,  that  is  more 
than  1  can  tell  you.  I  think  they  were  on  before  I  had  anything 
to  do  with  it. 

Q.  Did  not  the  board  appoint  its  committees  annually?  A. 
The  Salary  Committee  I  had  never  heard  of  being  appointed  by 
the  board — not  to  my  recollection,  sir. 

Q.  Was  it  appointed  by  the  Finance  Committee?  A.  They 
showed  me  a  minute  of  the  Finance  Committee  after  I  asked  to 
have  the  testimony  you  brought  out  contradicted,  which  stated 
that  in  July,  1904,  I  had  been  added  to  the  Salary  Committee, 
and  that  I  was  present  at  a  meeting.  I  can  only  answer  that  by 
saying  I  did  not  hear  it,  for  if  I  had  known  it  I  should  have  re- 
signed. The  salary  I  knew  of  in  the  company  up  to  the  time  you 
brought  out  was  the  salary  of  the  general  manager,  which  I 
have  already  told  you  I  acted  on  as  a  substitute.  I  had  declined 
years  ago  when  it  was  suggested  by  one  of  the  Salary  Committee 
to  know  if  I  would  like  to  become  a  member,  I  declined — I  felt 
it  would  be  a  very  disagreeable  position.     It  had  been  an  un- 
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written  law  in  the  life  company  since  I  had  been  there,  that  the 
salaries  were  fixed  by  a  committee,  and  that  it  was  not  to  be 
generally  known,  as  it  prevented  jealousies  between  parties 
knowing  what  each  other's  salary  was. 

Q.  When  did  you  first  learn  of  the  appointment  of  the  Salary 
Committee  to  fix  the  salary  of  any  executive  officer  ?  A.  I  don't 
know  that  I  can  say,  except  the  time  I  was  asked  to  serve  in  fix- 
ing the  salary  of  the  general  manager. 

Q.  I  understood  you  to  say  that  it  had  been  the  practice  for 
some  time  to  have  salaries  fixed  by  a  committee.  When  did 
you  first  learn  of  that  practice?  A.  Imust  have  heard  it  a  good 
while  ago.  I  don't  remember  of  hearing  of  the  committee  be- 
ing appointed. 

Q.  You  were  a  member  of  the  Finance  Committee:  Had  the 
Finance  Committee  ever  appointed  any  such  committee  on  sal- 
aries ?     A.  Not  to  my  recollection. 

Q.  Had  any  other  committee  on  the  board  ever  appointed  any 
such  committee  so  far  as  you  knew?  A.  As  far  as  I  remember  it 
had  not,  sir. 

Q.  In  connection  with  the  information  you  received  as  to  the 
appointment  of  a  Committee  on  Salaries,  did  you  ever  endeavor 
to  ascertain  by  whom  that  committee  was  appointed  ?  A.  1  do  not 
think  I  ever  endeavored  to  ascertain  because  I  had  supposed  I 
knew. 

Q.  Flow  did  you What  did  you  think  you  knew?     A.  I 

thought  the  president  appointed  it. 

Q.  You  thought  the  president  appointed  the  committee?  A. 
That  is  what  I  thought,  sir. 
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Q.  Did  you  know  of  any  authority  in  the  by-laws  for  the  ap- 
pointment of  such  a  committee  by  the  president?  A.  I  think  if 
you  will  refer  to  the  by-laws — it  gave  me  that  impression  when 
I  looked  at  the  by-laws. 

Q.  That  he  had  power  to  appoint  a  committee  to  fix  the  sal- 
aries of  the  executive  officers?  A.  I  so  read  the  by-laws.  I 
think  it  is  No.  36.  I  can  quote  it  from  memory,  but  I  may  not 
give  it  correctly. 

O.  You  can  give  the  substance  of  what  you  recall.  A.  My 
recollection  is  it  says  somewjiat  to  the  effect  that  it  shall  be 
fixed  by  a,  committee  appointed  by,  the  Finance  Committee  un- 
less, appoint^ed  by  the  president  or  other  authority-  I  do  not 
want  to  be  held  responsible  for  the  exact  wording  of  that. 

Q.  Did  you  suppose  the,  committee  appointed  by  the  president 
diiji  the  fixir^g  of  the  president's  salary?  A.  I  am  quite  sure. that 
I  suppose  so,  yes,  sir. 

Q.  And  was  the  a^mount  o^ithe  president's. salary  ever  brought 
bcifore  the  bo^rd?-  A^  I  never,  heard  of  it  untiMt  came  out  in 
your  examination.  After  you  were  in  session  here  a  gentleman. 
tql,^  me  that  he  heard  the  president's  salary  w^s  as  you  brought 
it, out.  I  tqld  him  I  thought  he  was  m,ista;ken  and  he  afterwards, 
came  an^  told  me  he  had  verified  it,  and  that  it  was, so,  that. was. 
a  few  days  before  you  brot^ght  it  out  ou  examinajtiqn, 

Q.  With  the  information  that  you  now  possess  can  you  now. 
tell  us  who  did  fix  Mr.  McCurdy's  salary  ?  A.  Well,  is  that  quite 
fair  for  me  to  say? 

Q.  Yes.  You  are  a  trustee  and  memlper  of  the  Fiuance  Com- 
mittee; we  would  like  to  know  who  fixed  his  salary.     A.  My 
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opinion  and  impression  is  it  was  fixed  by  a  committee  consisting 
of  Mr.  Juilliard  and  Mr.  Baker. 

Q.  It  was  not  fixed  by  any  committee  of  which  you  were  a 
member  ?     A.  Well,  no,  sir. 

Q.  That  is  apart  from  what  you  have  said  that  you  acted  as 
a  substitute  for  Mr.  Baker  in  connection  with  the  salary  of  the 
general  manager?     A.  Yes,  sir — may  I  say  one  word? 

Q.  Certainly.  A.  When  I  heard  in  your  committee  report 
that  I  had  been  added  to  that  committee  I  applied  to  have  that 
contradicted  and  was  then  told  my  name  had  been  added  to  it  at  • 
a  certain  meeting  at  which  the  minutes  showed  I  was  present.  I 
asked  why  I  had  not  been  notified,  and  was  told  that  they  had 
never  met  since  that  time.  In  that  way  it  never  came  to  my 
knowledge  until  you  brought  it  out. 

Q.  Did  the  Finance  Committee  never  endeavor  to  ascertain 
what  salaries  were  paid?  A.  To  my  knowledge  I  don't  think 
they  ever  did;  I  don't  know. 

Q.  Does  this  apply  also  to  the  salaries  of  executive  officers 
other  than  the  president  ?  A.  I  think  it  apphes  to  all  the  salar- 
ies in  the  company. 

Q.  This  same  committee  fixed  all  salaries?  A.  I  so  under- 
stand it,  but  I  have  learned  since  that  a  few  years  ago  the  dififer- 
ent  departments  were  classified  as  to  salaries — the  details  I  can- 
not tell  you,  for  I  don't  know. 

Q.  But  so  far  as  the  executive  officers  were  concerned,  so  far 
as  you  understand  it,  they  were  fixed  by  this  Salary  Committee, 
which  did  not  report  either  to  any  committee  of  the  board  or  to 
the  board  itself?     A.  So  far  as  I  know  they  never  did. 
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Q.  And  that  has  been  the  practice  for  many  years,  so  long  as 
you  were  there  ?    A.  Before  I  came  there. 

Q.  Are  you  a  shareholder  of  the  Guaranty  Trust  Company? 
A.  Oh,  yes. 

Q.  To  what  extent?    A.  I  think  one  hundred  shares. 

Q.  And  how  long  have  you  held  that?  A.  Since  it  was 
started. 

Q.  And  was  that  the  amount  you  originally  held?  A.  No,  I 
thmk  I  had  two  hundred.  I  cannot  tell  the  amount.  I  know 
I  gave  to  two  parties  fifty  and  twenty-five  out  of  mine,  at  the 
time  I  took  it,  and  at  the  price  I  took  it. 

I  Q.  So  that  your  holdings  of  the  Guaranty  Trust  Company 
since  its  organization  have  not  increased  but  diminished?  A. 
Yes,  sir. 

Q.  Are  you  a  stockholder  in  the  United  States  Mortgage  & 
Trust  Company?  A.  No,  sir.  I  at  one  time — I  have  to  answer 
you  from  recollection 

Q.  Certainly.  A.  I  think  I  had  fifty  shares  at  one  time  which 
I  sold  shortly  after.  I  was  never  a  director  and  neVer  had  any- 
thing to  do  with  a  mortgage  company.  I  know  nothing  what- 
ever about  that. 

Q.  You  are  a  director  in  the  Guaranty  Trust  Company?  A. 
Yes,  sir. 

Q.  Are  you  upon  any  committee  of  its  board?  A.  Oh,  yes,  I 
am  on  the  Executive  Committee,  and  also  on  the  Committee  of 
Foreign  Affairs. 

Q.  Are  you  an  officer  of  the  Guaranty  Trust  Company?  A. 
No,  sir. 
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Q.  Are  you  a  stockholder  in  the  Morristown  Trust  Company? 
A.  Yes,  sir,  I  have  got  ninety  shares,  I  think. 

Q.  Are  you  a  director  of  that  company?     A.  Yes,  sir. 

Q.  Officer?    A.  No,  sir. 

Q.  Are  you  a  director  of  the  National  Bank  of  Commerce? 
A.  Yes,  sir. 

Q.  You  are  a  stockholder  in  that?  A.  Yes,  sir.  Do  you 
want  the  amount? 

Q.  Yes.     A.  Five  hundred  shares. 

Q.  Are  you  a  director  of  the  Morton  Trust  Company?  A. 
Yes,  sir. 

Q.  To  what  extent  are  you  a  stockholder?  A.  I  have  either 
got  eighty  shares  or  a  hundred — I  am  not  quite  sure  w^hich. 
I  had  more,  and  let  some  of  it  go.  Before  you  leave  the  Trust 
Company,  may  I  have  one  w^ord  to  say  ? 

Q.  Certainly.  Make  any  explanation  at  any  time  that  you 
desire  to  make.  A.  This  is  hardly  an  explanation.  I  know 
both  you  and  the  committee  want  the  correct  relations  between 
the  life  companies  and  the  trust  companies. 

Q.  Yes.  A.  I  have  looked  at  it  with  some  care,  and  in  regard 
to  the  Trust  Companies  where  I  have  an  interest,  where  I  know 
anything  about  it,  the  advantage  has  been  almost  entirely  in 
favor  of  the  life  company.  For  instance,  a  life  company  can  give 
little  or  no  business  to  a  trust  company  beyond  making  a  deposit 
in  the  Guaranty  Company  where  their  interest  is  the  largest,  they 
have  kept  an  average  deposit — they  have  kept  an  average  deposit 
amounting  to  about  4  per  cent,  of  the  total  deposit  of  the  Guar- 
anty Company,  and  as  against  that  they  have  participated  in  the 
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earnings  of  the  Guaranty  Company  to  the  extent  of  about  44 
per  cent.  In  the  Fifth  Avenue  Trust  where  I  am  also  interested — 
you  did  not  ask  me — they  have  kept  a  deposit  equivalent  to 
about  two  per  cent.^ — their  average  deposit  is  perhaps  two  and  a 
half  per  cent.,  and  they  have  participated  in  earnings  of  the 
Fifth  Avenue  to  the  extent  of  something  over  22  per  cent. 

In  the  Morton  Trust  Company  their  average  deposit  has  been 
only  one  per  cent,  of  the  total  deposit,  and  their  participation  in 
the  earnings  of  the  Morton  has  been  about  ten  per  cent. 

Q.  I  suppose  a  good  many  participate  in  the  earnings  and 
make  no  deposit  at  all?     A.  Well,  I  could  not  answer  for  others. 
Q.  Of  course,  the  earnings  are  distributed  according  to  the 
stockholders'  interests?     A.  Yes,  entirely. 

Q.  And  your  point  is  that  the  earnings  they  have  had  upon 
their  stockholding  interest  has  been  very  large  ?  A.  Very  large. 
Q.  And  disproportionate  as  compared  with  the  money  they 
allowed  to  be  on  deposit?  A.  I  am  not  finding  fault,  but  I 
merely  wish  to  explain  that  so  far  as  the  impression  has  been 
given  that  the  Trust  Companies  lived  off  the  life  company  I 
think  you  will  find  it  was  exactly  the  other  way. 

Q.  They  had  a  very  vigorous  life  of  their  own,  your  point  is, 
which  to  some  extent  was  assisted  by  the  Mutual  Life?  A.  Yes, 
but  1  think  you  will  find  that  the  deposits  of  the  company,  the 
Guaranty  Company  has  many  customers  whose  deposits  are 
larger  than  the  Life  Company's. 

Q.  How  does  the  Guaranty  pay  the  Mutual  on  its  deposits? 
A.  I  think  they  are  paying  two  and  a  half  per  cent. 

Q.  How  long  have  they  been  paying  two  per  cent. — two  and  a 
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half?  A.  They  paid  them  two  per  cent,  during  last  Summer 
when  the  companies  were  not  getting  otily 

Q.  They  paid  two  per  cent,  when  the  rates  of  money  were 
high  ?  A.  Yes,  sir,  I  have  no  doubt  of  it.  I  think  it  is  two  and  a 
half  now. 

Q.  Why  is  it  the  Mutual  keeps  steady  deposits  with  the  Guar- 
anty Trust  Company,  isn't  it  of  value?  A.  Same  as  anybody 
else,  but  I  do  not  think  that  their  deposits  have  been  large  in 
proportion  to  the  stock  interests  they  hold  in  the  company. 

Q.  Without  comparing  it  with  the  stock  interest,  why  does 
the  Mutual  maintain  such  large  amounts  on  deposit  with  certain 
companies  in  which  it  is  interested  at  low  rates  of  interest  ?  A. 
Well,  sir,  I  can  only  answer  that  by  saying  they  have  a  large 
amount  of  money,  consider  it  proper  to  carry  a  large  cash  bal- 
ance, and  the  rates  are  about  the  same  in  all  the  companies  they 
keep  it  in. 

O.  Undoubtedly ;  that  has  appeared  from  the  evidence,  but  if 
you  have  anything  to  say  upon  that  question  I  should  be  glad 
to  have  you  say  it.  We  have  taken  a  good  deal  of  testimony  on 
that  point,  and  I  do  not  care  to  stop  on  it.  A.  I  have  nothing 
more  to  say  than  that  it  is  the  general  course  of  large  corpora- 
tions where  they  had  accounts. 

Q.  General  practice  ?    A.  I  think  so. 

Q.  To  leave  moneys,  a  large  balance  with  companies  in  which 
they  were  interested  at  rates  for  long  periods  below  the  market 
rates  for  money  ?  A.  I  do  not  think  their  rates  have  been  much 
below  what  they  pay  other  people — at  least 

Q.  You  mean  other  people  of  the  same  class?    A.  Yes,  sir. 

Q.  I  suppose  they  have  had  about  the  same  rates  from  the 

6051 


Testimony  of  George  G.  Haven 

companies  in  which  they  were  interested.  Really,  wasn't  it  done 
to  give  the  companies  a  certain  amount  of  money  which  they 
could  depend  on  which  would  not  be  drawn  out  hastily  ?  A.  My 
answer  shows  how  little  value  that  is ;  their  balances  have  been 
so  small  in  proportion  to  the  total  balances,  for  instance,  in  the 
Morton  Trust  Company  their  balance  has  been  about  five  hun- 
dred thousand  dollars,  and  the  Morton  Trust  Company  have 
been  maintaining  a  deposit  line  of  about  fifty  millions,  so  that  the 
fact  of  that  being  drawn  out  would  not  be  very  important. 

Q.  Why  do  you  leave  it  there  then,  at  a  low  rate  of  interest — 
why  don't  you  put  it  out  at  a  higher  rate,  making  more  money 
for  the  Mutual  Life  ?  A.  They  have  always  held  that  they  should 
have  a  certain  amount  of  cash  immediately  available.  They  have 
reduced  it  lately. 

Q.  How  much  have  they  reduced  it?  A.  I  think  less  than 
half. 

Q.  Less  than  half  what  it  used  to  be  ?    A.  Not  more  than  half. 
Q.  Not  more  than  half  what  it  has  been  for  many  years?    A. 
Well,  at  this  time. 

Q.  You  are  now  of  the  opinion  as  a  member  of  the  Finance 
Committee  you  can  get  along  without  about  half  the  amount  of 
cash  balances  you  formerly  had?  A.  You  will  excuse  my  differ- 
ing from  you.    I  think  we  have  got  too  Httle  cash  on  hand. 

Q.  It  is  your  opinion  you  could  have  greatly  reduced  what 
you  formerly  carried?  A.  Might  have  carried  somewhat  less, 
but  I  think  it  is  too  little  now. 

Q.  Do  you  recall  the  acquisition  by  a  number  of  gentlemen 
who  were  members  of  the  Finance  Committee  of  the  Mutual 
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Life  of  a  thousand  shares  of  Lawyers'  Mortgage  Insurance 
Company  in  May,  1901  ?  A.  Well,  Mr.  Hughes,  I  did  not  recall 
that  when  it  was  brought  to  my  attention  last  Friday  and  I  im- 
mediately endeavored  to  post  myself  in  regard  to  it,  and  I  am 
perfectly  prepared,  I  think,  although  I  would  a  little  rather  you 
had  called  Mr.  Morgenthau  because  he  is  a  little  more  familiar 
with  the  matter  than  I  am,  but  as  far  as  my  recollection  goes  I 
am  prepared  to  answer  that  question.  As  I  remember  it  was 
in  May — five  years  is  a  good  while  to  be  very  accurate  from  my 
memory. 

Q.  Four  years  and  a  half?  A.  On  the  8th  of  May,  1901,  as  I 
remember  it,  Mr.  Julliard,  who  is  a  personal  friend  of  mine, 
came  to  my  office  and  stated  that  he  had  acquired  or  purchased 
one  thousand  shares  of  the  stock  of  the  Lawyers'  Mortgage 
Company  and  that  he  proposed  to  offer  that  to  some  of  our 
mutual  friends  and  that  he  asked  my  assistance  or  advice  as  to 
who  to  offer  it  to.  Now,  that  is  my  recollection.  I  never  to  my 
recollection  knew  of  the  company  before  he  came  in  that  day. 
There  was  nothing  said  or  suggested  regarding  offering  it  to  the 
Mutual  Life  Company,  and  as  far  as  I  can  remember  I  had  never 
heard  of  the  company  before. 

Q.  You  had  never  heard  of  the  Lawyers'  Mortgage  Company 
before  that?    A.  That  is  my  recollection;  no,  sir. 

Q.  Did  you  think  it  was  a  good  thing?  A.  Yes,  but  Mr. 
Juilliard  is  a  very  prominent  real  estate  man  whose  opinion  in 
real  estate  matters — I  don't  know  as  you  know  him,  but  I  know 
your  associate  does — stands  very  high,  and  that  if  Mr.  juilliard 
had  advised  me  it  was  a  good  investment  Lshould  have  asked  no 
one's  opinion  or  advice. 
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Q.  Even  a,s  a  member  of  the  Finance  Committee  of  the  Mu- 
tual ?  A.  If  he  stated  th,at  an  inyestment  was  a  very  good  one 
I  should  accept  his  statement  vi^ithout  any  hesitation. 

Q.  What  did  Mr.  JuilHard  say  to  you  in  regard  to  this  mat- 
ter ?    A.  Well,  sir,  again.  I  must  ansv^fer  from  recollection. 

Q.  Certainly.  A.  My  recollection  is  that  he  had  purchases, 
and  I  don't  remember  that  he  told  me  who  from.  I  have  heard 
since  who  he  bought  it  from.  But  I  don't  remember  his  telling 
me  who  from,  and  that  I  said  to  him,  "Very  well,  if  you  think 
well  of  it  I  should  like  to  have  some,"  and  his  reply  was  that 
"I  will  give  you  the  same  as  I  keep  for  myself." 

Q.  How  much  was  that  ?  A.  Two  hundred  shares — that  is  my 
recollection,  Mr.  Hughes. 

Q.  Did  he  tell  you  who  were  going  to  be  interested  with  him? 
A.  Yes,  sir;  he  asked  me  if  I  would  write  to  one  or  two  parties 
in  that  connection.  Mr.  JuiUiard's  office  is  in  Worth  street ;  he 
has  a  great  many  downtown  engagements  and  frequently  would 
sit  down  in  my  office  for  a  few  minutes  when  he  had  not  time 
to  return  to  his  store.  I  suppose  you  know  he  is  in  the  dry 
goods  business  in  Worth  street,  which  is  quite  a  ways  from  our 
place,  and  I  did  not,  although  I  had  forgotten  it — I  could  not 
have  answered  this  on  Friday,  but  Mr.  Cromwell  found  a  note 
from  me  that  he  showed  you.  I  was  asked  by  Mr.  Fleming  to 
bring  my  minutes.  I  have  not  got  a,ny.  I;  have  never  kept  any 
copy  at  all.  But  Mr.  Cromwell  has  given  a  copy  of  the  letter, 
which  I  have  se?n,  and'  there  is  no  doubt  that  it  is  entirely  cor- 
rect.    Shall,  I  give  it  to  you,  or  shall  I  read  it? 

Q.  Just  as  you  wish.  A.  "Mr.  Juilliard  has  obtained  some  of 
the  new  stock  issued  by  the  Lawyers" 
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Q.  That  is  the  letter  you  are  reading?    A.  Yes. 

Q.  What  is  the  date  of  it?    A.  May  8,  1901. 

Q.  And  it  is  addressed  to  Mr.  Cromwell  by  you?  A.  "Dear 
Mr.  Cromwell :  Mr.  JuilHard  has  obtained  some  of  the  new  stock 
issued  by  the  Lawyers'  Mortgage  Insurance  Company  at  the 
inside  price,  being  125.  Mr.  Juilliard  and  I  are  dividing  this 
stock,  and  allotted  one  hundred  shares  to  you.  Please  consider 
this,  especially  the  price,  entirely  confidential,  and  advise  me 
whether  you  desire  it."  That  is  a  copy  of  the  letter  I  wrote  Mr. 
Cromwell,  and  I  have  no  doubt  it  is  correct. 

MR.  HUGHES :  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  No.  875,  and  was  as  just  read  by  the 
witness.) 

THE  WITNESS  :  One  remark  in  regard  to  that  insider's  price 
which  I  have  endeavored  to  find  out  whether  there  was  any  other 
price,  and  on  inquiry  yesterday  of  Mr.  Morgenthau  I  am  in- 
formed that  the  stock  was  issued  at  the  same  price,  to  wit,  125, 
so  that  I  don't  know  why  that  was  written,  except  it  was  written 
by  Mr.  Juilliard's  request,  as  you  will  see. 

Q.  There  was  no  public  offering  of  the  stock,  I  understand? 
A.  Not  that  I  know  of. 

Q.  And  the  stockholders  took  the  portion  for  which  they  sub- 
scribed at  125?    A.  I  believe  so. 

Q.  And  that  was  the  same  price  at  which  you  and  the  others 
interested  with  you  took  their  share?     A.  Exactly. 

Q.  And  it  was  an  insider's  price  in  the  sense  that  it  was  the 
lowest  price  at  which  any  of  the  increased  stock  was  issued? 
A.  Oh,  certainly. 
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Q.  Taken  by  stockholders  and  others  connected  with  the  com- 
pany at  the  same  rate?     A.  Yes,  sir;  that  is  true,  of  course. 

Q.  Did  you  communicate  with  anybody  else  besides  Mr. 
Cromwell?  A.  Well,  sir,  I  communicated  apparently  with  Mr. 
Iselin ;  as  to  any  others  I  have  no  recollection. 

Q.  Did  you  communicate  with  him  in  substantially  the  same 
way?    A.  I  think  my  secretary  wrote  the  notes  exactly  alike. 

Q.  Did  you  also  communicate  with  Mr.  Jarvie  ?  A.  I  don't  re- 
member, I  could  not  answer. 

Q.  Did  you  communicate  with  Mr.  R.  A.  MpCurdy?  A.  My 
impression  is — I  cannot  answer  that — my  impression  is  probably 
Mr.  Juilliard  saw  him  himself. 

Q.  You  were  meeting  him  frequently?  A.  Oh,  yes;  Mr.  Juil- 
liard was  on  the  Finance  Committee,  and  they  saw  Mr.  Mc- 
Curdy  frequently. 

Q.  The  thousand  shares  were  all  taken  by  members  of  the 
Finance  Committee,  were  they  not?  A.  I  don't  know  whether 
you  call  Mr.  Granniss  a  member  or  not. 

Q.  Ex-ofEcio  is  he  a  member?  A.  I  think  he  attends  the 
meetings.    I  don't  think  he  voted. 

Q.  And  Mr.  McCurdy  is  ex-officio  a  member?  A.  Yes,  I 
think  he  has  a  vote. 

Q.  And  the  rest  of  it  was  taken  by  Mr.  Juilliard,  Mr.  Jarvie, 
yourself,  Mr.  Iselin  and  Mr.  Cromwell  ?    A.  That  is  right. 

Q.  So  that  it  was  all  taken  by  members  of  the  Finance  Com- 
mittee either  directly  or  ex-officio?    A.  Yes,  sir,  that  is  right. 

Q.  Did  you  have  any  interview  whatever  with  Mr.  McCurdy 
in  regard  to  his  stock  at  any  time?  A.  To  my  recollection  not, 
but  I  cannot  answer  you. 
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Q.  I  understood  you  to  say  that  you  did  not  hear  that  it  had 
been  ofifered  to  the  Mutual  ?  A.  No,  sir ;  and  I  have  insisted  on 
a  careful  examination  of  the  treasury  department  and  there  is 
no  record  of  any  kind.  If  you  will  allow  me  to  say  every  offer- 
ing, never  mind  who  it  is,  from  you  or  any  one  else,  is  sent  to  the 
treasury  department,  and  has  to  be  listed  by  the  assistant  treas- 
urer. 

Q.  You  mean  if  it  reaches  the  treasury  department?  A.  Of 
course. 

Q.   Of  course  we  have  evidence  here  this  was  offered  to  Mr. 
McCurdy  for  the  Mutual  and  apparently  that  did  not  get  any 
further?    A.  I  understand  Mr.  Coggeshall  testified,  did  he  not? 
Q.  Yes,  that  he  saw  Mr.  McCurdy  about  it,     A.  I  do  not  dis- 
pute Mr.  Coggeshall. 

Q.  So  that  it  stands  in  this  way — Mr.  McCurdy  had  an  op- 
portunity of  bringing  this  before  the  Finance  Committee,  did  he 
do  it  ?  A.  No,  sir,  not  as  far  as  I  know,  it  never  was  brought  to 
anybody.  ^ 

Q.  It  never  was  brought  to  the  attention  of  any  officer?  A. 
So  far  as  I  know. 

Q.  How  did  it  happen  that  this  was  divided  up  among  those 
who  were  members  of  the  Finance  Committee?  A.  Well,  sir, 
Mr.  Juilliard,  as  I  understand  it,  and  as  I  thought,  divided  it 
among  these  gentlemen  whom  he  was  most  intimate  with  and 
most  friendly  with,  and  he  thought  it  was  a  good  investment. 

Q.  Did  these  gentlemen  ever  associate  themselves  together 
with  any  other  purchase  of  securities— were  they  accustomed  to 
act  together  in  such  matters  ?  A.  I  do  not  recall  any  at  the  mo- 
ment. 
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Q.  This  is  the  only  case  that  you  remember  where  you  and 
Mr.  Cromwell  and  Mr.  McCurdy  and  Mr.  Granniss  and  Mr. 
Iselin  and  Mr.  Jarvie  have  ever  associated  in  one  transaction? 
A.  Yes.  I  think  some  of  us  have  been  associated  in  others,  but 
not  all  of  the  names  you  mention. 

Q.  But  the  members  of  the  Finance  Committee  act  together  in 
buying  and  selling  securities  ?    A.  Not  that  I  know  of,  sir. 

Q.  So  this  was  an  exceptional  case?  A.  I  will  give  you  an- 
other case  if  you  want  me  to,  when  Sir  William  Van  Home 
started  the  Cuba  Company,  which  was  a  corporation  which  was 
by  no  means  a  proper  investment  for  a  life  company,  I  took 
some  of  it  and  some  of  the  other  gentlemen.  I  think  they  would 
all  be  willing  to  sell  it  for  less  than  they  paid  for  it. 

Q.  Not  in  the  case  of  the  Lawyers'  Mortgage.  Now,  in  follow- 
ing the  Lawyers'  Mortgage  Insurance  Company  a  little  further, 
did  it  occur  to  you  as  a  member  of  the  Finance  Committee  to 
inquire  whether  that  investment  of  a  thousand  shares  could  not 
be  obtained  for  the  Mutual  ?  A.  Not  at  all.  I  did  not  associate 
ihe  Mutual  in  any  way  any  more  than  I  did  the  dozen  other 
things  I  may  be  interested  in. 

Q.  Did  you  endeavor  to  ascertain  whether  the  Equitable  was 
taking  any  of  this  allotment?  A.  No.  I  only  heard  of  that  long 
.after. 

Q.  How  long  after?  A.  I  understand  the  Equitable  bought 
lOurs. 

Q.  The  Equitable,  it  appears,  did  acquire  some  of  those  that 
-were  sold  by  members  of  your  committee  ?  A.  I  heard  yesterday 
of  it. 

Q.  After  several  mesne  transfers ;  but  when  you  took  the  Law- 
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vers'  Mortgage  Insurance  Company  shares  you  believed  that 
they  would  rise  in  value?    A.  I  hoped  so. 

Q.  That  was  your  expectation  ?  A.  Yes,  sir.  I  was  told  that 
Mr.  Juilliard  said  he  thought  very  well  of  the  investment.' 

Q.  And  did  you  immediately  put  them  in  the  hands  of  brokers 
for  sale?  A.  I  think  they  were  sold  some  four  or  five  months 
afterward — my  recollection. 

Q.  You  held  on  to  yours  for  some  little  time,  did  you?  A.  I 
think  mine  was  sold — this  was  the  first  of  June  I  think  we 
paid  for  it,  and  I  think  they  were  sold  in  October  or  November. 

Q.  That  is  your  shares?    A.  Yes,  sir — I  don't  know 

Q.  You  sold  yours  at  what  figure?    A.   I  think  about  185. 

Q.  A  little  more  than  that,  wasn't  it — that  is  if  you  sold  it  in 
October  or  November?  A.  I  sold  my  own  divided — not  at  all  at 
once.    I  think  I  have  got  it. 

Q.  If  you  have  a  statement A.  No  secrecy  about  when 

I  sold  it;  it  is  on  the  books.  I  sold  100  very  shortly — in  Sep- 
tember. 

Q.  You  sold  lOo  when  ?    A.  About  the  rriiddle  of  June. 

Q.  In  June?  A.  Yes,  right  away^very  shortly  afterwards 
within  a  number  of  months. 

Q.  At  what  price  ?  A.  I  must  have  got  over  200  and  the  other 
in  September,  184. 

Q.  You  s'old  it  at  over  200  in  June,  which  you  got  at  125  ?  A. 
About  183,  the  other  at  184.  I  made  a  mistake.  I  think  we  took 
it  the  8th  of  May,  I  think  that  was  the  date  we  took  it. 

Q.  You  sold  that  through  Strong,  Sturgis  &  Company?  A. 
Yes. 

O.  Your  son  is  a  member  of  that  firm?    A.  Yes,  sir. 
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Q.  And  Mr.  Cromwell's  son  is  a  member  of  that  firm?  A. 
Yes,  sir. 

Q.  At  the  time  that  you  were  arranging  or  suggesting  the 
taking  of  some  of  those  shares  did  you  suggest  that  they  should 
be  sold  at  an  early  date  or  could  be  sold  at  a  profit  at  an  early 
date  ?    A.  I  have  no  recollection  about  that. 

Q.  As  a  matter  of  fact,  didn't  the  majority  of  those  who  took 
the  thousand  shares  at  once  place  them  in  the  hands  of  Strong, 
Sturgis  &  Company  for  sale?    A.  Not  that  I  know  of,  sir. 

Q.  You  did  it;  did  not  Mr.  Juilliard?  A.  I  did  it  a  month 
afterwards — ^I  did  it  about  six  weeks  afterwards — not  immedi- 
ately. I  took  it  the  8th  of  May  and  this  was  the  15th  of  June — 
about  five  or  six  weeks  afterwards. 

Q.  Did  Mr.  Juilliard  put  his  shares  with  Strong,  Sturgis  & 
Company  for  sale  ?  A.  I  think  a  hundred  was,  but  I  don't  know 
about  the  other. 

Q.  Did  Mr.  McCurdy  put  his  shares  with  Strong,  Sturgis  & 
Company  ?    A.  I  don't  know. 

Q.  You  don't  know  anything  about  what  the  others  did?  A. 
I  think  Mr.  Cromwell  sold  his,  but  I  am  not  sure  of  that;  I 
think  he  did. 

Q.  Who  arranged  with  the  Guaranty  Trust  Company  to  sup- 
ply money  for  the  purchase?  A.  I  cannot  answer  you  that,  for 
I  did  not  remember  until  it  came  up  the  other  day.  I  then  sent 
for  Mr.  Putnam,  or  rather  I  went  down  there,  and  asked  him 
to  look  it  up.  At  first  he  said  he  could  not  find  it,  afterwards  he 
did.  Why,  that  was  paid  for  by  them  a  few  days  before  we  did, 
I  have  no  recollection,  but  I  presume  it  was  arranged  by  Mr. 
Juilliard,  as  he  was  the  man  who  made  the  purchase. 
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Q.  You  did  not  arrange  that  personally?  A.  Unless  I  did  it 
at  Mr.  Juilliard's  request,  and  I  have  no  recollection. 

Q.  Why  was  it  done  in  that  way.  Why  should  you  have  acted 
in  concert  in  the  matter?  A.  The  only  reason  it  was  done  in 
that  way  was  that  Mr.  Juilliard  I  don't  think  keeps  any  personal 
business  account ;  he  had  his  firm ;  and  I  think  he  thought  it  was 
more  convenient  to  have  it  sent  in  there  and  divided  than  to  issue 
it  separately  or  take  the  trouble  to  take  it  to  his  own  office.  I 
have  no  knowledge. 

Q.  Would  you  have  regarded  that  as  a  proper  investment  for 
the  Mutual  ?    A.  As  I  told  you  I  don't  know. 

Q.  Would  you  have  if  it  came  before  the  Finance  Committee  ? 
A.  It  would  have  depended  upon  the  advice  of  people  I  be- 
lieved in. 

Q.  If  Mr.  Juilliard  had  regarded  it  as  a  good  thing  you  would 
have  thought  that  important?  A.  I  should  have  given  great 
weight  to  whatever  he  said. 

Q.  Your  relation  to  the  matter  then  was,  as  I  understand  it, 
that  it  never  came  before  the  Finance  Committee?  A.  Abso- 
lutely; I  am  quite  sure,  for  I  have  searched  every  record,  and 
I  have  no  recollection  of  it  whatever. 

Q.  Why  did  you  suggest  in  your  letter  to  Mr.  Cromwell  that 
this  matter  should  be  kept  confidential?  A.  Well,  I  wrote  the 
letter  exactly  as  Mr.  Juilliard  asked  me  to. 

Q.  Did  Mr.  Juilliard  explain  why  it  should  be  kept  confiden- 
tial ?    A.  I  have  no  recollection,  and  don't  remember. 

Q.  There  was  not  anything  confidential  about  the  fact  that 
the  stockholders  of  this  company  were  taking  stock  at  125?  A. 
I  did  not  know  the  price  until  yesterday. 
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Q.  You  knew  it  at  that  time?  A.  I  knew  it,  but  had  for- 
gotten it. 

Q.  Can  you  think  of  anything  that  was  said  about  it  furnish- 
ing a  reason  for  keeping  the  transaction  confidential  ?  A.  I  can 
only  give  one  possible  reason,  and  that  was  that  Mr.  Juilliard 
had  a  good  many  friends,  and  he  might  think  some  of  the  others 
would  say  "why  didn't  you  offer  this  to  me"  instead  of  to  some- 
body else.  That  is  the  only  possible  explanation  I  can  give 
you. 

Q.  Is  there  any  reason  that  occurs  to  you  why  he  should  have 
taken  in  yourself  and  the  other  gentlemen  on  the  Finance  Com- 
mittee of  the  Mutual?  A.  Yes,  sir;  he  was  very  intimate  with 
me,  and  I  saw  him  most  every  day,  and  had  I  bought  anything 
and  had  any  more  than  I  wanted  myself  I  should  have  naturally 
■oflfered  it  to  him. 

Q.  Did  you  ask  him  how  it  happened  that  he  got  this  par- 
ticular stock,  a  thousand  shares  ?  A.  I  cannot  answer  you  that. 
My  recollection  is  only  the  fact,  but  I  think  if  you  will  ask  Mr. 
Morgenthau  or  any  one  in  the  real  estate  connection  they  will 
tell  you  that  Mr.  Juilliard  is  very  fnuch  sought  for  ifi  connection 
with  real  estate  operations  and  real  estate  companies. 

Q.  Mr.  Juilliard  is  not  in  town  at  present?  A.  I  think  Mr. 
Juilliard  is  in  Italy.  I  had  a  letter  frorn  him  a  week  ago  saying 
he  was  leaving  Paris  for  Italy,  and  I  have  not  heard  from  hirh 
since  he  sailed  except  within  the  last  two  weeks. 

Q.  Was  it  conveyed  to  you  at  the  time  that  the  Lawyers' 
Mortgage  Company  were  desirous  of  placing  some  of  its  stock 
with  any  of  the  insurance  companies  to  enlist  their  influence? 
A.  I  have  no  recollection  of  the  company  at  all  except  the  fact 
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that  Mr.  Juilliard  told  me — he  said  acquired — I  think  he  said 
bought  this  amount  of  stock,  and  that  he  was  going  to  divide  it, 
and  consulted  me  regarding  whom  he  should  give  it  to. 

Q.  Had  the  Mutual  acquired  any  Lawyers'  Title  stock  prior  to 
that  time — Lawyers'  Title  Insurance  Company  stock  that  you 
recall  ?  A.  I  have  an  impression  that  they  had  not,  but  I  cannot 
answer  you  categorically.  With  all  the  investments  we  have  I 
cannot  carry  them  all  in  my  head. 

Q.  I  find  here  in  the  statement  of  stocks  owned — Lawyers' 
Title  Insurance  &  Trust  Company,  at  the  date  of  purchase,  Oc- 
tober, 1895,  to  April,  1905.  Does  that  refresh  your  recollection 
as  to  whether  you  had  been  previously  interested  in  the  Law- 
yers' Title  Insurance  Company  stock?  A.  No,  sir,  I  don't  re- 
member.   I  do  not  doubt  it  at  all,  but  simply  I  don't  remember. 

Q.  I  am  not  informed  as  to  the  fact.  I  merely  wanted  to 
ascertain  whether  you  were  investing  in  that  company  at  that 
time?     A.  If  it  is  on  the  list  I  presume  they  had  it. 

Q.  I  am  not  referring  to  the  mortgage  company.  You  did 
hold  this  at  that  time  ?    A.  Yes,  I  understand,  sir. 

Q.  Have  you  a  statement  of  your  participations  in  the  syndi- 
cates in  which  the  Mutual  Life  was  interested,  or  in  cases  where 
it  bought  bonds  from  the  syndicate  managers  ?  A.  I  have  not  a 
list.  I  will  endeavor  to  have  one  prepared  in  a  few  days  and 
hand  it  to  you.  I  can  answer  some  of  them  perhaps  from  mem- 
ory. 

Q.  Were  you  interested  in  the  Southern  Pacific  refunding 
syndicate  in  the  early  part  of  this  year  ?  A.  I  think  I  was — yes, 
I  think  I  was. 

Q.  To  what  extent  ?    A.  I  can  only  answer  you  from  recollec- 
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tion;  I  think  it  was  fifty  thousand  dollars,  becatise  when  I  do 
take  interest  from  bankers  it  was  generally  fifty  thousand  dol- 
lars. 

O.  Were  you  interested  in  the  Japanese  first  four  and  a  half 
"per  cent,  syndicate  ? 

A.  I  think  I  had  an  interest — there  were  four  issues.  I  think 
I  was  interested  in  the  first  two  and  not  in  the  latter  two. 

Q.  Were  you  interested  in  the  Oregon  Short  Line  Syndicate 
of  last  Fall?  A.  I  think  I  not  only  was  interested;  I  think  I 
bought  some  of  the  bonds. 

Q.  Were  you  interested  in  the  Pennsylvania  Company  three 
and  a  half  per  cent,  syndicate?  A.  I  know  I  have,  because  I 
have  got  them. 

O.  Did  you  act  as  a  member  of  the  Finance  Committee  in  au- 
thorizing purchases  from  the  syndicate  managers  of  the  securities 
floated  by  those  syndicates?     A.  Oh,  yes. 

Q.  I  think  it  would  be  well,  Mr.  Haven,  to  save  time  in  exam- 
ination, if  you  would  prepare  a  statement  of  your  syndicate  par- 
ticipations, which  would  cover  the  cases  of  syndicates  where  the 
Mutual  Life  was  itself  a  participant,  and  also  those  cases  where 
the  Mutual  Life,  whether  or  not  a  participant,  bought  bonds  from 
the  syndicate  managers?  A.  Yes,  sir;  I  have  a  copy,  I  think, 
of  that  paper. 

Q.  This  paper  I  hold  in  my  hand  is  a  paper  furnished  by  the 
company  of  syndicate  participations.  A.  My  secretary  made  a 
copy  of  that,  or  a  memorandum  of  that.  I  can  have  it  made  up 
from  that  paper,  if  that  is  satisfactory. 

Q.  Have  you  any  interest  in  the  firm  of  Strong,  Sturgis  & 
Company?    A.  Not  one  dollar;  never  had. 
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Q.  What  are  the  dealings  between  the  Mutual  Life  and  Strong, 
Sturgis  &  Company?  A.  Well,  sir,  the  Finance  Committee  of 
the  Mutual  Life,  or  what  you  correctly  say  was  the  sub-committee, 
meets  twice  a  week,  and  any  person  who  wishes  to,  sends  an  offer- 
ing to  the  Treasury  Department ;  those  offerings  are  all  read  and 
have  to  be  read  by  the  assistant  treasurer.  The  life  company 
has  bought  securities  from  probably  a  hundred  or  more  than  that, 
different  firms,  and  amongst  those  firms  have  bought  securities 
from  Strong,  Sturgis  &  Company  to  a  considerable  extent.  I 
think  their  larger  purchases  have  been  from  Kuhn,  Loeb  &  Com- 
pany, but  they  have  bought  securities  when  offered  by  Strong, 
Sturgis  &  Company  at  satisfactory  prices. 

Q.  And  sold  the  securities  through  them?  A.  They  may  have 
sold  to  them.  That  would  go  before  the  Finance  Committee; 
but  where  securities  have  been  sold  on  commission,  those  orders 
are  not  given  by  the  Finance  Committee,  and  the  Finance  Com- 
mittee would  not  know  who  the  order  was  given  to.  That  was  in 
the  discretion  of  the  Treasury  Department. 

Q.  Then,  have  you  been  interested  in  syndicate  operations 
through  Strong,  Sturgis  &  Company,  where  the  Mutual  Life's 
name  has  not  appeared,  but  where  you  have  had  an  interest  in  the 
syndicate,  and  the  Mutual  Life  has  taken  bonds  from  the  syndi- 
cate managers?  A.  I  don't  think  I  ever  took  but  one  interest 
in  a  syndicate  through  Strong,  Sturgis.  I  think  that  was  tak- 
en because  I  was  out  of  town,  and  they  took  an  interest  in  the 
Cuba  bonds  from  Squire  for  me.  I  think  that  is  the  only  case 
where  they  have  ever  acted  for  me. 

Q.  Are  there  any  syndicate  participations  in  which  the  Mutual 
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Life  has  an  interest  carried  in  the  name  of  Strong,  Sturgis  & 
Company  ?    A.  Not  that  I  know  of. 

Q.  You  never  heard  of  anything  of  that  sort?  A.  No.  May 
T  say  one  word  in  that  connection  ?  I  don't  know  whether  you  are 
going  to  call  Strong,  Sturgis  &  Company — they  would  be  very 
happy  to  appear,  if  you  wish  them.  I  saw  one  of  them  a  day  or 
two  ago,  and  I  asked  them  what  proportion  of  their  business 
was  derived  from  the  business  of  the  Mutual  Life,  and  if  you  wish 
to   take   hearsay   evidence,   of  course 

Q.  Yes,  I  would  be  glad  to  have  you  state  it.  A.  They  stated 
to  me  that  their  earnings  from  the  business  of  the  Mutual  Life 
was  between  one  and  two  per  cent,  of  their  total  business.  The 
impression  has  been  that  they  have  lived  off  the  life  company; 
that  that  was  the  amount  of  their  earnings  derived  from  their  busi- 
ness, and  they  had  never  received  any  participation  in  any  syndi- 
cate from  the  Mutual  Life  Company.  They  are  perfectly  ready  to 
testify  if  you  want  them,  at  any  time. 

Q.  Then  I  understand  that  the  name  of  Strong,  Sturgis  &  Com- 
pany has  not  been  used  in  cases  where  the  Mutual  Life  was  really 
the  principal  in  the  transaction?  A.  Oh,  no,  sir;  nothing  of  the 
kind.  I  do  not  think  they  ever  took  any  syndicate  that  I  can' 
remember,  except  in  Cuba,  and  for  some  reason  which  I  don't 
know — I  think  I  was  at  Lenox — they  took  quite  a  large. participa- 
tion in  the  Cuba  Bond  Syndicate  from  Squire  &  Company,  and' 
from  that  they  gave  me  a  participation.     That  is  as  I  remember.. 

Q.  Were  you  interested  in  the  syndicate  of  the  New  York 
Stock  Company?  A.  My  recollection  is,  sir,  that  I  did  have  a 
small  interest  in  that  and  sold  it  out  right  afterwaxd. 
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Q.  And  in  the  Washington  Electric  Railway?  A.  I  think  I 
had,  but  I  was  not  in  the  management  of  it,  and  I  don't  remember 
the  amount. 

Q.  Did  you  receive  any  stock  in  connection  with  that?  A.  I 
bought  some  stock. 

Q.  You  bought  some  stock?     A.  Yes,  sir. 

Q.  At  the  price  at  which  it  was  offered  originally,  what  is  called 
the  inside  price?  A.  I  do  not  remember  the  price,  Mr.  Hughes. 
I  could  tell  you  that  easily  enough.  But  my  recollection  of  that 
was,  sir,  that  that  was  connected  with  the  Mortgage  Company, 
and  I  am  not  in' the  Mortgage  Company,  and  do  not  know  the 
details.  My  recollection  is  that  the  bonds  were  an  entirely  sepa- 
rate transaction  from  the  stock.     I  think  that  is  correct. 

Q.  You  mean  that  the  stock  did  not  go  with  the  bonds?  A. 
No,  sir,  and  it  was  not  sold  for  so  much  bonds  and  so  much  stock,, 
but  the  stock  was  sold  entirely  separate  from  the  bonds.  That 
is  my  recollection. 

Q.  I  should  like  to  have  you  present,  Mr.  Haven,  a  statement 
of  the  present  cash  balances,  if  you  will,  of  the  Mutual  Life.  A.  I 
will  ask  to  have  it  sent  to  you. 

Q.  And  then  when  you  have  made  up  a  statement  of  your  syn- 
dicate participations,  and  as  our  time  is  very  short,  we  should  like 
to  have  it  as  soon  as  possible,  I  should  like  to,  have  you  return, 
and  I  will  then  examine  you  in  regard"  ta  that.     A,.  Yes. 

THE  CHAIRMAN:  We  will  now  take  a  reqess  until  2.30. 
o'clock,  sharp. 
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AFTER  RECESS. 
GEORGE  IDE,  resumed. 
BY  MR.  HUGHES : 

Q.  Mr.  Ide,  testimony  has  been  introduced  to  the  effect  that 
the  Home  Life  Insurance  Company  received  certain  rebates  of 
taxes  which  had  been  laid  under  the  Act  of  1901,  and  which 
were  entitled  to  be  recovered'  under  the  decision  of  the  Court  of 
Appeals  in  the  Provident  Savings  Life  Assurance  Company 
against  Miller,  Comptroller.  Did  the  Home  Life  Insur- 
ance Company  retain  Mr.  Andrew  Hamilton  to  procure  that  re- 
bate?   A.  No,  sir. 

Q.  Did  the  Home  Life  Insurance  Company  pay  Mr.  Hamilton 
any  part  of  the  rebate?    A.  No. 

Q.  Through  whom  did  the  Home  Life  Insurance  Company  ob- 
tain the  monies  which  it  procured  as  a  rebate?  A.  Through  our 
counsel,  Mr.  L.  H.  Arnold. 

Q.  Your  regular  counsel?     A.  Our  regular  counsel. 

Q.  What  amount  did  you  recover  ?    A.  We  recovered  $2,541.22. 

Q.  That  is  the  total  amount  of  principal  and  interest?  A. 
Total  amount. 

Q.  Without  any  reduction?     A.  Without  any  reduction. 
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BY  THE  CHAIRMAN : 

Q.  Mr.  Ide,  were  those  rebates  actually  paid  the  company,  or 
simply  credited  to  them?  A.  They  were  given  as  a  credit  on 
account  of  the  payment  of  the  next  year's  taxes,  as  I  recollect  it. 

HENRY  MORGENTHAU,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows : 

BY  MR.  HUGHES : 

Q.  Mr.  Morgenthau,  are  you  connected  with  the  Lawyers' 
Mortgage  Insurance  Company?     A.  I  am. 

Q.  Are  you  acquainted  with  the  circumstances  which  led  to  the 
increase  of  the  stock  of  that  company  in  the  Spring  of  1901  ? 
A.  Yes,  .sir. 

Q.  Are  you  acquainted  with  the  facts  in  relation  to  the  offer 
to  the  Mutual  Life  of  one  thousand  shares  of  the  increased  stock? 
A.  Yes,  sir. 

O.  Will  you  please  state  what  interviews  you  had  with  any  offi- 
cer of  that  company  relating  to  that  matter,  and  also  any  prece- 
dent facts  that  will  be  explanatory  of  the  situation?  A.  Yes,  sir. 
In  the  early  part  of  1901  I  was  instrumental  in  increasing  the 
capital  stock  of  the  Lawyers'  Title  Insurance  &  Trust  Company. 

Q.  The  Lawyers'  Title  Insurance  &  Trust  Company?  A.  Yes, 
sir. 

Q.  That  is  a  distinct  company?     A.  Yes,  sir. 

Q.  What  was  your  relation  to  it?  A.  At  that  time  I  had  no 
relation  to  it. 
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Q.  In  what  way  were  you  instrumental  in  increasing  the  stock 
of  the  Lawyers'  Title  Insurance  Company?  A.  I  entered  into  an 
agreeement  with  the  Lawyers'  Title  Insurance  Company  to  sell 
for  them  seven  thousand  shares  of  new  stock  at  the  book  value, 
17-4,  and  agreed  to  interest  or  sell  part  of  it  to  the  Equitable  Life 
Assurance  Society,  to  Mr.  Stillman,  representing  the  City  Bank's 
interest,  to  the  Central  Realty  Bond  &  Trust  Company,  of  which 
I  was  president  at  the  time,  and  to  some  other  interests,  with  the 
idea  of  giving  them  additional  capital,  etc.  I  did  not  interest  the 
Mutual  Life  Insurance  Company  in  that  increase.  Immediately 
afterward  I  was  informed  by  Mr.  Olcott,  who  was  chairman  of 
the  Executive  Committee  of  the  Central  Realty  Bond  &  Trust. 
Company,  that  Mr.  McCurdy  was  very  much  annoyed  about  it. 
Mr.  Juilliard  came  to  me  and  told  me  the  same  thing,  and  told 
me  that  our  company  had  offended  Mr.  McCurdy,  and  that,  as 
we  were  large  dealers  in  real  estate  and  required  mortgage  loans 
from  the  large  insurance  companies,  that  I  had  better  try  and 
explain  it,  because. my  intention  was — my  object  in  leaving  out  the 
Mutual  Life  was  that  they  were  largely  interested  in  the  Title 
Guaranty  &  Trust  Company,  which  was  the  competing  company 
of  the  Lawyers'  Company. 

Q.  Of  the  Lawyers'  Title  Company?  A.  Of  the  Lawyers'  Title 
&  Insurance  Company.  The  Equitable  Life  Insurance  Company 
Tiad  no  interest  in  the  Title  Guaranty  Company  or  in  the  Law- 
yers' Title  Company.  An  interview  was  arranged  by  Mr.  Juilliard 
between  Mr.  McCurdy  and  myself. 

Q.  You  say  you  understood  from  Mr.  Juilliard  that  Mr.  Mc- 
Curdy was  annoyed.     That  was  because  the  Mutual  had  not  been 
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.■given  an  interest  in  the  increased   stock  of  the  Lawyers'   Title 
Company?     A.  Yes. 

Q.  Proceed,  please.  A.  I  had  an  interview  with  Mr.  McCurdy 
and  explained  that  there  was  no  offence  meant  to  the  Mutual 
Life,  and  explained  to  him  what  I  stated  just  now,  that  the  reason 
I  had  not  asked  the  Mutual  Life  was  because  I  did  not  think  they 
would  care  to  take  an  interest  in  a  competing  company  with  one 
they  were  already  largely  interested  in.  Mr.  McCurdy  was  very 
much  worked  up  about  it,  and  went  into  detail  how  he  had  origi- 
nated title  insurance  in  New  York  and  at  first  suggested  it — shall 
I  go  into  details? 

Q.  Yes,  go  on.  A.  And  explained  to  me  how  he  had  obtained 
the  interest  in  the  Title  Guaranty  &  Trust  Company,  because  Mr. 
Demorest,  who  was  in  charge  at  that  time,  and  I  think  still  is, 
■of  the  real  estate  interests,  was  the  one  who  assisted  the  Title 
Guaranty  &  Trust  Company  in  creating  their  plant,  and  that  he 
above  all  others  should  have  been  taken  into  consideration  by  the 
Lawyers'  Title  Company  in  any  increase  of  stock.  He  asked  me 
whether  I  could  then  arrange  to  have  a  further  increase  of  the 
Lawyers'  Title  Insurance  Company,  as  it  was  called  at  that  time,  • 
not  trust  company,  of  the  Lawyers'  Title  Insurance  Company. 
I  told  him  that  was  impossible,  as  we  had  just  completed  it.  It 
was  then  suggested  by  him  that  I  should  arrange,  if  possible,  in 
order  to  give  the  Mutual  Life  an  interest  in  both  companies,  to 
merge  the  Title  Guaranty  &  Trust  Company  and  the  Lawyers' 
Title  Insurance  Company.  I  saw  and  had  numerous  interviews 
with  both  Mr.  Coggeshall  and  Mr.  Kelsey,  and  made  some  prog- 
ress until  the  question  came  up  as  to  who  should  be  the  president 
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of  the  new  company,  and  that  proved  a  stumbHng  block,  and  I 
could  not  complete  it.     During  one  of  these  conversations  I  sug- 
gested to  Mr.  McCurdy  that  we  were  also  going  to  increase  the 
capital  of  the  Lawyers'  Mortgage  Company,  which  then  had  a 
capital  of  $300,000  to  $1,000,000.     I  personally  had  entered  into 
an  agreement,  I  have  it  here,  with  the  Lawyers'  Mortgage  Com- 
pany whereby  I  agreed  to  buy  individually  5,500  shares  of  an  in- 
crease of  7,000  shares;   1,500  shares  were  to  go  to  the  stock- 
holders.    I  offered  to  Mr.  McCurdy,  as  president  of  the  Mutual 
Life,  an  opportunity  to  take  1,000  shares  of  that  stock.     Mr.  Mc- 
Curdy did  not  answer.     He  laid  a  great  deal  more  stress  upon 
getting  into  the  Title  Insurance  Company.     This  matter  dragged 
on  for  several  weeks  until  the  time  came  when  it  had  to  be  paid 
for  and  the  stock  had  to  be  issued.     I  had  reserved  1,000  shares  for 
that  purpose.     I  met   Mr.  Juilliard  frequently,  because  he  was 
oh  the  Executive  Committee  of  the  Central  Realty  Bond  &  Trust 
Company.     And  the  last —  I  should  say  within  a  week,  or  three 
or  four  days  before  this  stock  was  paid  for,  we  arranged  that 
Mr.  Juilliard  was  to  give  this  stock  to  himself  and  his  individual 
■friends,  I  being  anxious  to  propitiate  Mr.  Juilliard  and  his  friends, 
because  I  did  not  want  the  open  enmity  of  the  Mutual  Life  In- 
surance Company.     I  was  then  informed  by  Mr.  Juilliard  that  he 
would  take  the  stock  for  himself  and  friends,  and  he  informed 
me  that  a  check  would  be  sent  to  me  and  I  should  have  the 
stock  issued  to  Mr.  Putnam. 

Q.  Did  you  inform  Mr.  McCurdy  that  you  could  not  arrange 
a  merger  of  the  Title  Guaranty  &  Trust  Company  and  the  Law- 
yers 'Title  Company?     A.  I  did. 
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Q.  What  was  his  attitude  then?  A.  Well,  it  was  still  an- 
tagonistic. 

Q.  The  thousand  shares  were  sold  at  the  price  of  125?  A. 
Yes,  sir. 

Q.  That  was  the  inside  price,  the  price  at  which  the  stockholders 
had  taken  it?     A.  It  was  the  only  price. 

Q.  And  the  price  at  which  you  took  it?    A.  Yes. 

Q.  Now,  was  there  any  suggestion  that  that  was  not  a  proper 
investment  for  the  Mutual?    A.  No,  sir. 

Q.  Was  there  any  part  of  it  that  was  set  aside  for  the  Equit- 
able?    A.  Yes,  sir. 

Q.  How  much  was  set  aside  for  the  Equitable?  A.  There  were 
a  thousand  shares  set  aside  for  the  Equitable  Society  and  500 
shares  for  Mr.  George  H.  Squire  and  his  associates. 

Q.  Was  Mr.  Juilliard  at  that  time  on  the  Executive  Commit- 
tee of  your  company,  the  Central  Bond  and  Realty  Company? 
A.  Yes,  sir. 

Q.  Were  there  any  others  of  the  Mutual  Life  on  that  com- 
mittee?    A.  Yes,  sir. 

Q.  Who  were  they?  A.  Mr.  Jarvie  and  Mr.  Coleman.  Mr. 
Coleman  is  merely  a  clerk,  the  appraiser. 

Q.  You  were  desirous  of  allaying  this  feeling  of  resentment 
which  Mr.  McCurdy  had  expressed?     A.  I  was. 

Q.  And  it  was  for  the  purpose  of  interesting  the  Mutual  Life 
and  allaying  that  feeling  that  you  set  apart  the  thousand  shares 
originally  for  the  Mutual  Life?     A.  Yes,  sir. 

Q.  What  did  Mr.  Juilliard  say  to  you  in  regard  to  the  mat- 
ter?    A.  Mr.  Juilliard  said  that  Mr.  McCurdy  would  not  consent 
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to  taking  it  for  the  company  as  long  as  this  question  of  their  ob- 
taining an  interest  in  the  Lawyers'  Title  Insurance  Company  was 
not  adjusted. 

Q.  In  other  words,  that  Mr.  McCurdy  would  not  consent  to  tak- 
ing the  Lawyers'  Mortgage  Company  stock  for  the  Mutual  as  long; 
as  the  Mutual  had  not  been  allowed  any  share  of  the  Lawyers'' 
Title  Company  ?     A.  That  is  it. 

Q.  And  inasmuch  as  you  had  not  effected  a  merger  of  the 
Lawyers'  Title  and  the  Title  Guaranty  &  Trust  Company  in  ac- 
cordance with  Mr.  McCurdy 's  suggestion,  he  was  unwilling  to 
have  those  thousand  shares  taken  for  the  Mutual  ?     A.  Yes,  sir. 

Q.  Now,  did  he  or  did  Mr.  Juilliard  give  you  any  other  reason 
for  not  taking  those  shares  for  the  Mutual  ?  A.  No  other  reason 
I  can  remember  now. 

Q.  Did  Mr.  JuilHard  or  anyone  else  suggest  to  you  that  it  was. 
not  a  proper  investment  for  the  Mutual  ?     A.  No,  sir. 

Q.  Did  Mr.  Juilliard  tell  you  who  would  be  associated  with  him: 
in  taking  it  personally  ?     A.  He  did  not. 

Q.  Were  you  interested  in  having  the  thousand  shares  go  to 
people  outside  of  the  Mutual?  A.  I  don't  know  what  you  mean 
by  that. 

Q.  Well,  was  not  your  real  object  in  giving  the  thousand  shares 
to  Mr.  JuilHard  and  his  associates  to  placate  the  men  who  were 
influential  in  the  Mutual  Life?  A.  We  had  these  thousand  shares 
left,  Mr.  Hughes,  and  I  was  quite  willing  to  have  Mr.  JuilHard. 
and  his  immediate  friends  have  it,  because  it  was  a  struggling  new 
company  and  wanted  the  assistance  of  these  men,  Mr.  Juilliard 
particularly  being  very  prominent  in  real  estate  matters,  and  often. 
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arranging  for  other  large  real  estate  ventures,  and  he  was  in  a 
position  to  give  a  great  deal  of  assistance  to  our  compan}-,  and  I 
wanted  the  assistance  of  Mr.  Jarvie. 

Q.  You  also  wanted  the  assistance  of  the  Mutual  Life?     A. 
If  I  could  get  it,  yes,  sir. 

O.  And  of  those  who  were  interested  in  the  jMutual  Life?     A. 
Yes,   sir. 

O.  And  of  what  advantage  to  your  company  was  the  friendly 
feeling  of  the  Mutual  Life  officers  towards  it?  A.  We  sometimes 
required  large  loans  on  real  estate,  and  there  were  at  that  time 
but  two  or  three  large  companies  that  were  making  large  loans. 
O.  Had  you  been  given  to  understand  that  in  view  of  your 
failure  to  give  the  Mutual  Life  any  of  the  Lawyers'  Title  stock 
that  you  would  be  unfavorably  considered  on  applications  for 
loans?     A.  By  Mr.  McCurdy  only. 

Q.  Yes.  What  did  he  say,  in  substance,  in  regard  to  that? 
A.  That  I  would  have  no  favors  to  expect. 

Q.  Now,  you  were  desirous  of  removing  any  feeling  of  that 
sort?    A.  Naturally. 

0.  So  far  as  you  could?     A.  Yes,  sir. 

Q.  And  when  Mr.  JuiUiard  told  you  that  he  and  some  of  his 
friends  would  take  the  thousand  shares  personally  you  acquiesced 
for  that  reason?  A.  Yes,  sir,  partly  for  that  reason  and  partV' 
that  I  wanted  the  personal  influence  of  those  men  outside  of  ther 
relations  with  the  Mutual  Life. 

Q.  Did  you  know  that  Mr.  McCurdy  was  associated  with  Ir. 
Juilliard  in  the  matter?     A.  No,  sir. 

Q.  Did  you  know   anxthing  about  who  ]\Ir.  Juilliard's  sso- 
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dates  were?  A.  I  did  not,  except  I  knew  that  Mr.  Jarvie  was 
to  have  lOO  shares,  because  I  asked  Mr.  Juilliard  at  the  time 
whether  Mr.  Jarvie  was  to  have  some,  because  if  he  had  not  re- 
ceived them  I  would  have  allotted  Mr.  Jarvie  scfme  of  those  that 
I  had,  as  he  was  on  my  executive  committee. 

Q.  Mr.  Jarvie  has  informed  us  that  you  told  him  that  the  icx) 
shares  which  he  took  out  of  the  thousand  were  intended  for  him 
personally?    A.  Yes,  sir. 

Q.  When  did  you  tell  him  that?    A.  At  the  time. 
Q.  After  Mr.  JuilHard  had  spoken  to  you  about  the  matter? 
A.  Yes,  sir.     I  think  every  other  member  of  my  Executive  Com- 
mittee was  allotted  one  hundred  shares. 

Q.  And  who  were  the  members  of  your  Executive  Commit- 
tee? A.  Mr.  Frederic  P.  Olcott,  James  Stillman,  Hugh  J. 
Grant,  James  N.  Jarvie,  Augustus  JuilHard  and  myself,  and  I 
believe  Mr.  Ehrman,  the  secretary,  received  some. 

Q.  What  relation  had  the  Central  Bond  &  Realty  Company  to 
the  Lawyers'  Mortgage  Company?  A-  They  had  just  previous- 
ly taken  two  thousand  shares  of  their  stock  in  this  new  issue 
of  seven  thousand  shares. 

\  Q.  That  is  the  Central A.  The  Central  Realty  Bond  & 

Trust  Company  as  such  owned  two  thousand  shares. 

Q.  Of  the  increased  stock  of  the  Lawyers'  Mortgage  Cpm- 
paiy  ?    A.  Of  the  Lawyers'  Title  Company. 

0.  What  relation  had  they  to  the  Lawyers'  Mortgage  Com- 
pait?  A.  None  at  that  time,  but  they  took  one  thousand 
shafts  of  this  fifty-five  hundred  shares. 

Q.  Did  Mr.  Juilliard  and  Mr.  Jarvie,  as  members  of  the  Execu- 
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tive  Committee,  approve  the  taking  of  the  one  thousand  shares 
by  your  company?     A.  Yes,  sir. 

Q.  Did  you  tell  Mr.  Juilliard  that  you  had  offered  the  thou- 
sand shares  to  Mr.  McCurdy  for  the  Mutual?    A.  Yes,  sir. 

Q.  And  when  did  you  tell  him  that?  A.  After  my  interview 
with  Mr.  McCurdy. 

Q.  What  did  Mr.  Juilliard  say  as  to  his  attitude  in  that?  A. 
He  said  he  would  use  his  influence  to  have  Mr.  McCurdy  take 
it. 

Q.  For  the  Mutual?     A.  For  the  company,  yes,  sir. 

Q.  Did  he  tell  you  whether  he  had  brought  it  before  the 
Finance  Committee?     A.  He  did  not. 

Q.  Or  what  he  had  done  in  the  direction  of  using  his  in- 
fluence? A.  He  told  me  that  he  had  spoken  to  Mr.  McCurdy 
about  it,  but  that  Mr.  McCurdy  seemed  to  feel  disinclined  to 
take  up  any  matter  with  me  until  this  Lawyers'  Title  Insurance 
matter  was  disposed  of. 

Q.  Mr.  Morgenthau,  Mr.  Coggeshall  has  said  that  he  went 
to  see  Mr.  McCurdy,  as  I  remember,  at  your  suggestion?  A. 
Yes,  sir. 

Q.  State  what  took  place  between  you  and  Mr.  Coggeshall  in 
relation  to  that  matter?  A.  At  that  time  I  had  not  yet  arranged 
any  interview,  no  interview  had  been  arranged  by  Mr.  Juilliard 
for  me,  and  I  asked  Mr.  Coggeshall,  who  knew  Mr.  Mc- 
Curdy  

Q.  You  did  not  know  him  at  that  time?  A.  I  did  not  know 
him  at  that  time— to  go  and  see  Mr.  McCurdy  and  offer  to  Mr. 
McCurdy  an  opportunity  to  subscribe  to  those  thousand  shares. 
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Q.  Well,  you  suggested  that  with  the  idea A.  I  don't 

know  whether  I  suggested  it  or  he. 

Q.  That  Mr.  Coggeshall  should  go  to  see  Mr.  McCurdy  to 
have  the  thousand  shares  taken  for  the  Mutual?    A.  Yes. 

Q.  So  Mr.  Coggeshall's  offer  to  Mr.  McCurdy  of  one  thou- 
sand shares,  for  the  Mutual,  to  which  he  has  testified,  was 
authorized  by  you  ?    A.  Yes,  sir. 

Q.  And  it  was  after  that  that  the  interview  between  yourself 
and  Mr.  McCurdy  was  arranged  for?    A.  Yes,  sir. 

Q.  In  all  these  statements,  when  you  have  mentioned  Mr. 
McCurdy,  you  mean  Mr.  Richard  A.  McCurdy?    A.  Yes,  sir. 

FREDERIC  CROMWELL,  resumes: 

BY  MR.  HUGHES: 

Q.  Who  brought  to  your  attention  the  matter  of  acquiring  any 
interest  in  the  thousand  shares  of  the  Lawyers'  Mortgage  In- 
surance Company  at  the  time  of  the  increase  in  the  stock  of  that 
company  in  1901  ?  A.  I  discovered  since  this  matter  was  rife 
that  it  came  to  me  through  a  note  from  Mr.  Haven. 

Q.  Mr.  Haven  has  produced  that  note.  Had  you  any  infor- 
mation on  the  matter  prior  to  the  receipt  of  the  note  from  Mr. 
Haven?    A.  Not  a  bit. 

.  Q.  Did  you  know  that  the  stock  had  been  oiTered  to  Mr.  Mc- 
Curdy for  the  Mutual?    A.  I  did  not. 

Q.  You  have  heard  Mr.  Morgenthau's  testimony  as  to  inter- 
views ihat  he  had  with  Mr.  McCurdy;  did  you  know  of  those  in- 
terviews?    A.  I  did  not. 


6078 


Testimony  of  Frederic  Cromwell 

Q.  Had  you  ever  heard  of  them  before  this  ?  A.  Never  heard 
of  them. 

Q.  Did  Mr.  McCurdy  bring  to  the  attention  of  the  Finance 
Committee  the  fact  that  the  Mutual  was  in  a  position  to  take  a 
thousand  shares  in  the  Lawyers'  Mortgage  Company?  A.  He 
did  not. 

Q.  Or  Mr.  Juilliard?  A.  I  don't  want  to  impute  by  this  tes- 
timony that  Mr.  McCurdy  was  trying  to  deceive — anything  of 
that  kind;  I  am  sorry  to  testify  against — seem  to — against  Mr. 
McCurdy,  but  it  never  came  to  the  committee  or  sub-committee 
or  any  other  committee — I  want  to  be  emphatic  in  that. 

Q.  Didn't  Mr.  Juilliard  or  anyone  else  inform  you  that  Mr. 
McCurdy  did  not  like  the  failure  on  the  part  of  Mr.  Mor- 
genthau  or  anyone  else,  to  permit  the  Mutual  to  take  an  interest 
in  the  Lawyers'  Title  Company?    A.  I  never  heard  of  it. 

Q.  You  never  heard  of  that?  Did  you  examine  into  the  con- 
dition of  the  Lawyers'  Mortgage  Company  at  the  time  you  had 
an  opportunity  to  take  a  part  of  the  thousand  shares  ?  A.  I  did 
not. 

O.  Did  you  look  into  it  far  enough  to  know  whether  it  was 
a  good  thing  or  not?  A.  I  took  it  upon  the  recommendation 
of  these  gentlemen — the  evidence  it  would  be  a  good  thing  if  they 
had  examined  it. 

Q.  That  is  Mr.  Juilliard  and  Mr.  Haven?    A.  Yes,  sir. 

Q.  Did  you  know  who  your  associates  were?  A.  I  did  not 
for  any  share — my  recollection  is  negative  as  to  that.  In  fact, 
it  was  after  this  thing  came  up  I  had  my  young  man  discover 
this  letter  written  four  and  a  half  years  ago.  I  would  not  re- 
member as  much  as  I  do  now  if  it  had  not  been  for  that  note. 
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Q.  Mr.  Coggeshall  has  testified  that  later  on  in  connection 
with  a  subsequent  increase  of  stock  of  the  Lawyers'  Title  Com- 
pany he  had  an  interview  with  you  in  which  he  spoke  of  the 
fact  that  the  Mutual  had  not  taken  the  thousand  shares  of  the 
Lawyers'  Mortgage  Company,  but  that  officers  of  the  Mutual 
had  divided  the  thousand  shares,  at  which  you  expressed  sur- 
prise. Did  you  have  that  interview?  A.  I  do  not  doubt  if  Mr. 
Coggeshall  testified  to  it  it  is  true;  I  do  not  recollect  it;  I  do  not 
doubt  it  is  exactly  so.  I  know  Mr.  Coggeshall  did  ask  me  if 
we  took  any  stock — the  Mutual  Life  took  any  stock— whether  it 
would  be  held.  I  said  whenever  the  Mutual  Life  took  stock  it 
would  be  held — he  could  rely  on  that.  We  are  very  large 
holders  in  both  to-day  and  never  sold  a  share  of  it. 

Q.  Who  arranged  that  the  thousand  shares  taken  by  Mr.  Juil- 
liard  and  Mr.  Haven  and  yourself  and  Mr.  Iselin  and  Mr.  Jarvie 
and  Mr.  McCurdy  should  be  paid  for  by  the  Guaranty  Trust 
Company?     A.  I  don't  know  that  it  was. 

y.  Yes,  it  was  paid  for  by  the  Guaranty  Trust  Company  and 
carried  by  them  for  some  weeks.  Who  arranged  that?  A.  I 
don't  know. 

Q.  Did  you  have  anything"  to  do  with  any  of  the  details  of 
these  matters?     A.  No,  I  had  my  share  of  it. 

Q.  Just  what  did  you  personally  do  in  connection  with  the 
matter?     A.  I  personally  accepted  the  allotment  and  paid  for  it. 

Q.  That  is,  substantially,  when  it  was  divided  in  the  following 
months?     A.  I  don't  know  about  that. 

Q.  If  you  have  any  memorandum,  please  consult  it.  A.  I 
guess  if  I  took  it  I  paid  for  it.  There  (showing  counsel  paper). 
I  paid  for  it. 
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Q.  You  now  produce  a  memorandum  under  date  of  May  29th, 
1901,  which  is  a  statement  of  the  3d  vice  president  of  the  Guar- 
ant>  Trust  Company  in  relation  to  it  ?  A.  It  is  my  receipt  for 
payment. 

^IR.  HUGHES:  I  offer  it  in  evidence. 
( Paper  marked  Exhibit  866. ) 

THE  WITNESS:  I  think  I  am  safe  in  saying  that  this  never 
came  before  the  Mutual  Life,  nothing  is  ever  offered  to  the  Mu- 
tual Life  that  does  not  pass  over  my  desk  or  my  assistant's. 

Q.  That  is  one  of  the  subjects  of  our  inquiry.  A.  It  never 
came  to  the  Mutual  Life. 

Exhibit  No.  866  was  read  by  Mr.  Hughes. 

O.  That  would  indicate  it  was  carried  from  May  13th  to  June 
3d?     A.  Yes,  sir. 

Q.  That  is  the  testimony  as  I  recall  it  of  Mr.  Putnam.  Now, 
who  arranged  that  the  stock  should  be  carried  by  the  Guaranty 
Trust  Company  for  the  various  parties  interested  during  that 
time?    A.  I  don't  know. 

Q.  You  had  nothing  to  do  with  that?  You  were  simply  ad- 
vised that  you  could  have  100  shares,  and  it  was  a  good  thing, 
and  subsequently  you  were  informed  it  was  the  price  and  you 
paid  for  it?    A.  That  was  all  there  was  to  it. 

Q.  When  did  you  put  it  in  the  hands  of  brokers  for  sale?  A. 
During  the  summer. 
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Q.  Wasn't  it  during  June  ?    A.  No.     I  looked  that  up. 

Q.  Well,  in  whose  hands  did  you  place  it  for  sale?  A.  All 
sold  by  Eaton. 

Q.  H.A.Eaton?    A.  Yes. 

Q.  What  did  you  get  for  it?    A.  185. 

Q.  When  did  you  sell  it?    A.  In  August. 

Q.  1901  ?  A.  1901.  I  was  under  no  obligation  to  hold  it,  not 
the  least ;  it  was  a  personal  thing. 

Q.  Did  not  you  understand  that  it  was  desired  by  those  who 
had  given  it  or  permitted  the  purchase  that  it  should  be  held? 
A.  Not  a  bit. 

Q.  Mr.  Juilliard  never  suggested  that  to  you?  A.  Not  the 
least. 

Q.  Did  Mr.  Juilliard  have  any  talk  with  you  about  the  mat- 
ter?    A.  I  have  no  recollection  that  he  ever  spoke  to  me. 

Q.  Did  Mr.  Juilliard  at  any  time  say  anything  to  you  about 
what  Mr.  McCurdy  had  told  him  with  reference  to  the  Mutual 
Life's  taking  it  or  not  taking  it  ?    A.  He  did  not. 

Q.  Did  you  inquire  of  anyone  as  to  who  was  associated 
with  you  in  this  matter?  A.  I  do  not  believe  that  I  did.  I 
have  no  recollection  of  the  fact;  it  was  simply  a  purchase  which 
I  paid  for  at  the  time  I  was  asked  and  sold  it  whenever  I  chose 
and  it  had  no  interest  with  anybody  but  myself.  That  is  all 
there  is  about  it. 

Q.  You  knew  Mr.  Juilliard  and  Mr.  Haven  were  interested? 
A.  From  that  note,  yes.  I  have  no  recollection  that  I  know 
of  any  other  party. 

Q.  Did  the  fact  that  those  who  were  members  of  the  Finance 
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Committee  of  the  Mutual  Life  were  associated  in  the  matter 
excite  your  curiosity  at  all  to  inquire  into  it?  A.  Not  the  least. 
I  supposed  it  would  be  very  difficult  to  find  four  or  five  men 
more  intimate  than  we  are  in  the  transaction. 

Q.  Isn't  it  a  fact  you  and  other  members  of  the  Mutual  Life 
are  connected  together — I  mean  other  members  of  the  Finance 
Committee  are  connected  together  with  financial  operations  of 
this  kind  ?    A.  Yes. 

Q.  Do  you  do  that  frequently?  A.  Frequently,  and  it  is  a 
fact  that  not  one  member  of  that  Finance  Committee,  to  my 
knowledge,  ever  got  one  dollar  by  any  transaction  in  connection 
with  the  Mutual  Life — I  mean  by  his  relationship  with  the  Mu- 
tual Life  or  any  conversation  he  has  heard  in  the  Mutual  Life — 
that  is  as  strong  as  I  can  put  it. 

Q.  In  connection  with  such  matters  how  do  you  and  other 
members  of  the  Finance  Committee  who  are  associated  in  in- 
dividual transactions  draw  the  line  as  to  whether  it  would  be  a 
good  thing  for  the  Mutual  to  take  an  interest  instead  of  the  in- 
dividuals taking  the  interest?  A.  We  would  draw  it  right  here 
in  this  very  company.  We  have  since  bought — this  company 
when  its  capital  became  two  millions  and  a  half,  when  it  was 
large  enough  to  guarantee  mortgage  and  make  its  guarantee 
strong  we  bought,  I  think,  1,500  shares.  We  have  them  to-day, 
whatever  we  bought  of  the  Lawyers'  Mortgage  Company;  but 
when  that  company  had  $300,000  capital — I  merely  give  you 
this  as  an  illustration — I  don't  know  that  it  ever  came  up — I  am 
sure  it  never  came  up  before  the  Mutual. 

Q.  You  mean  before  you — it  came  up  before  Mr.  McCurdy — 
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we  have  evidence  enough  on  that  point.  A.  When  that  com- 
pany was  three  hundred  thousand  dollars,  increasing  its  capital 
to  a  million,  it  was  a  different  kind  of  a  company. 

Q.  You  did  not  look  into  that  question  at  the  time  at  all?  A. 
Not  a  bit. 

Q.  You  went  into  it  thinking  it  to  be  a  profitable  matter? 
A.  Entirely. 

Q.  And  the  question  of  the  propriety  of  the  Mutual  Life  in- 
vestment did  not  occur  to  you?  A.  Never  was  suggested; 
we  never  had  any  interest  in  the  company.  What  Mr.  Cogges- 
hall  says  is  true — I  did  say  to  him,  but  as  to  his  deduction  in 
relation  to  the  Lawyers'  Mortgage  I  have  not  only  no  recollec- 
tion of  it — I  am  talking  plainly  about  it — I  have  no  recollection 
about  it,  but  very  naturally  so.  because  we  never  had  a  dol- 
lar's interest  in  the  Lawyers'  Mortgage. 

Q.  You  mean  the  Mutual  Life — that  we  understand.  The 
question  we  are  considering  is  how  it  happened  that  you  did 
not — my  point  is,  so  far  as  your  examination  is  concerned,  that 
you  did  not  learn  of  the  interviews  that  had  been  had  with 
Mr.  McCurdy?    A.  Not  at  all. 

Q.  Or  with  Mr.  Juilliard  ?    A.  Not  at  all. 

Q.  And  you  did  not  know  who  your  associates  were  in  the 
matter?  A.  I  presume  I  did  not  because  this  note  gave  me  all 
the  revelation  after  four  years  and  a  half  ago ;  from  Mr.  Haven. 

Q.  You  went  into  it  and  were  prepared  to  pay  $12,500  for 
your  shares  because  of  the  advice  of  Mr.  Haven  and  Mr.  Juil- 
liard?   A.  Yes. 

Q.  Now,  in  connection  with  this  matter,  Mr.  Haven  had 
said  that  it  was  desired  that  it  should  be  kept  confidential — I 
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refer  to  the  letter  he  produced.  What  did  you  understand  by 
that?  A.  Well,  that  is  a  very  frequent  thing  if  you  go  into  an 
undertaking  with  men  that  you  do  not  communicate  it  until  it 
is  consummated. 

Q.  Did  you  know  of  any  reason  why  it  should  be  kept  con- 
fidential?   A.  No  particular  reason. 

Q.  It  said  particularly  as  to  the  price  ?  A.  Well,  now,  I  can 
understand  why — that  is  the  issue  price. 

Q.  That  was  the  only  price  as  Mr.  Morgenthau  says?  A.  It 
was  the  issue  price  at  that  time. 

Q.  It  was  expected  the  stock  would  go  up?  A.  Well,  that  I 
don't  know. 

Q.  Now,  with  regard  to  transactions  in  which  you  and  the 
other  members  of  the  Fnance  Committee  were  individually  in- 
terested, did  you  ever  operate  with  any  of  those  in  any  se- 
curities in  which  the  Mutual  Life  had  any  interest?  A.  Never 
in  my  life. 

Q.  I  do  not  mean  in  the  specific  securities  which  you  dealt 
in,  but  where  the  Mutual  Life  had  any  interest  or  was  con- 
templating any  interest  in  securities  of  the  same  issue?  A. 
No.  I  do  not  mean  to  say  I  never  held  securities  or  bought 
securities  where  the  Mutual  Life  had  an  interest;  that  I  have 
done  many  a  time,  but  I  was  not  actuated  by  the  fact  they 
had  them. 

Q.  I  do  not  care  so  much  for  the  matter  of  motive  at  pres- 
ent; I  want  to  get  at  the  facts.  A.  I  would  never— for  in- 
stance I  have  given  orders  to  sell  securities  which  I  have  had, 
and  on  the  same  day  have  had  an  order  given  to  sell  by  the 
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Mutual  Life  and  I  have  countermanded  my  order — withdrawn 
my  order  immediately.  I  never  had  a  transaction  that  as  far 
as  I  could  perceive  would  conflict  with  the  interest  of  the  Mutual 
Life  and  I  think  I  can  say  that  has  actuated  the  Finance  Com- 
mittee.    I  cannot  speak  for  any  one  else,  though. 

Q.  You  better  testify  for  yourself.  That  has  been  your  at- 
titude?   A.  Yes. 

Q.  How  was  it  that  you  and  other  members  of  the  Finance 
Committee  would  be  grouped  together  in  financial  operations? 
A.  Why,  we  were  together,  I  suppose,  Mr.  Hughes,  every  day. 

Q.  That  was  in  connection  with  Mutual  Life  business?  A. 
No,  guaranty  company,  Bank  of  Commerce,  many  other  in- 
stitutions of  the  kind. 

Q.  Were  you  all  in  the  other  companies,   too,  practically? 

A.  Practically. 

Q.  So  you  met  very  frequently?    A.  Very  frequently. 

Q.  And  in  connection  with  such  matters  you  found  oppor- 
txinities  for  profitable  investment  individually?     A.  Yes. 

Q.  And  acted  in  concert  in  those  matters?  A.  Not  always 
in  concert. 

Q.  Frequently  in  concert?  A.  Frequently  in  concert,  and 
frequently  with  things  that  neither  of  the  companies  would  go 
into — would  invest  in,  what  we  did;  that  is  a  matter  of  per- 
sonal selection. 

Q.  Have  you  recently  made  any  examination  to  ascertain 
what  economies  could  be  effected  in  the  management  of  the 
Mutual  Life?  A.  Well,  it  would  be  a  rough  statement.  I  know 
I  had   a   statement   drawn   of?   for  me   the   other   day   which   I 
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would  not  like  to  submit  in  evidence,  but  I  am  always  figuring 
upon  that  thing. 

Q.  What  has  been  the  result  up  to  date  of  your  calculation 
of  economies?  A.  Well,  a  great  many  of  these  things  will 
take  effect  on  the  ist  of  January,  but  we  are  going  to  save 
in  our  supply  department  and  advertising  and  literary  depart- 
ment which  go  together — we  will  save  three  hundred  thousand 
dollars  easy  enough  in  a  year. 

Q.  Well,  what  other  savings  do  you  think  you  will  be  able 
to  make?  A.  I  did  not  expect  this,  I  cannot  tell  you — we  shall 
make  a  saving — our  saving  in  salaries  is  enormous;  they  lap 
in  as  some  of  these  other  figures.  Our  saving  in  salaries  will 
amount  to — $250,000,  I  think. 

Q.  In  a  year?     Go  on.     A.  I  cannot  go  on  any  more. 

Q.  You  have  made  a  grand  total  of  about  what  savings?  A. 
I  have  discharged  a  great  many  men — I  am  discharging  one  of 
the  most — the  hardest  things  I  have  had  to  do  is  to  be  the 
headsman  for  the  last  six  weeks  and  I  have  made — well,  I 
don't  like  to  state  figures- 

We  are  going  to  make  a  great  deal  on  our  insurance  busi- 
ness— I  am  not  an  insurance  man — and  the  thing  is  going  to 
stand  very  differently,  and  we  have  eliminated  unprofitable 
foreign  departments. 

Q.  What  do  you  calculate  is  the  entire  savings  approximate- 
ly— this  is  merely  an  estimate  we  understand?  A.  Oh,  I  don't 
think  I  ought  to  say  that.  We  will  save  a  good  deal  over  a 
million,  of  course. 

Q.  About  a  million  and  a  half?  A.  Well,  you  guess  that; 
that  may  be  wrong;  we  are  going  to  save  all  there  is  in  it. 
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Q.  You  think  you  are  going  to  save  over  a  million?  A.  Oh, 
Yes. 

Q.  Don't  you  think  you  can  save  a  million  and  a  half?  A. 
I  honestly  do,  but  I  may  be  very  wide  of  the  mark. 

BY  MR.  SCOTT: 

Q.  About  your  statement  with  reference  to  the  Foreign  De- 
partment, just  what  have  you  done  with  reference  to  foreign 
business  or  your  Foreign  Department?  A.  Shall  I  explain — 
that  is  quite  a — the  changes  there  are  somewhat  intricate  and 
are  not  singular.  We  have,  for  example,  discontinued  entirely 
in  Germany,  we  will  give  up  the  business  in  Australia,  in  Copen- 
hagen, and  we  shall  find  when  we  get  further  that  some  im- 
provement must  be  made  in  Southern  Europe.  We  shall  have 
to,  on  account  of  the  Legislation  give  up  France;  we  will  give 
up  a  good  deal  before  we  get  through. 

Q.  I  mean  to  inquire  whether  it  seems  to  be  your  policy  to 
give  up  the  foreign  business?  A.  No,  not  at  all  in  itself,  in 
some  places  in  Europe  the  business  cannot  be  profitably  done. 

In  other  places  it  would  be  profitable  if  it  were  not  for  the 
remarkable  legal  exactions.  We  are  compelled  to  leave  France 
by  such  a  demand  for  deposits  that  I  could  not  state  what 
they  are  here,  but  probably  I  will  give  you  an  idea.  We  will 
have  to,  if  we  remain  in  France,  probably  we  shall  have  to  put 
up  ten  per  cent,  above  our  reserves  on  all  the  business  as  cur- 
rent business  goes,  and  then  deposit  the  full  amount  against 
all  the  reserves  on  the  old  business  as  well.    It  would  cost  us 
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to  deposit  in  France  twenty-five  millions  of  dollars  to  remain 
there. 

Q.  That  is  under  the  new  law  which  went  into  effect  last 
March?  A.  The  decree  has  not  been  made,  probably  will  be 
in  a  few  months.  We  are  making  changes  in  our  Domestic 
Department,  of  course,  all  commission  men  are  eliminated  and 
we  are  doing  a  good  deal  of  work. 

BY  MR.  HUGHES: 

Q.  Pardon  me  a  moment,  Mr.  Cromwell,  have  you  made  any 
efforts  to  find  the  whereabouts  of  Mr.  Andrew  C.  Fields?  A. 
Simply  in  seconding  what  had  already  been  done  before  I  be- 
came president.  I  sent  a  man  to  California,  Mr.  Thommell — I 
never  saw  the  man,  but  he  traveled  very  successfully  there — 
very  largely  there  but  not  very  successfully,  all  over  the  coun- 
try. 

Q.  Did  he  know  where  to  go?    A.  Well,  I  don't  know. 

Q.  And  what  word  did  you  get  as  the  result?  A.  He  came 
back  and  said  he  could  not  find  him.  Pardon  me,  that  is  not 
in  my  department,  but  I  know  the  man  was  sent  there. 

ADRIAN  ISELIN,  JR.,  being  called  as  a  witness,  and  being 
duly  sworn,  testified  as  follows: 

BY  MR.  HUGHES: 

Q.  Who  brought  to  your  attention  the  proposal  that  you 
should  take  an  interest  in  the  stock  of  the  Lawyers'  Mortgage 
Insurance  Company  in  the  Spring  of  1901?  A.  Mr.  Haven 
in  a  note  he  addressed  to  me  dated  May  8. 
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Q.  Have  you  the  note?     A.  (Witness  produces  note). 

MR.  HUGHES:  I  offer  it  in  evidence. 

Paper  marked  Exhibit  No.  867,  and  read  in  evidence  by  Mr. 
Hughes. 

Q.  Had  you  any  interview  with  Mr.  Haven  in  regard  to  the 
matter?    A.  I  don't  recollect  any. 

Q.  Did  you  have  any  interview  with  Mr.  McCurdy?  A.  No, 
sir. 

Q.  Or  with  Mr.  Juilliard?  A.  Mr.  Juilliard  may  have  men- 
tioned to  me — I  met  him  very  often;  I  have  no  recollection, 
though,  of  any  interview  on  the  subject. 

Q.  Did  you  learn  that  the  thousand  shares  had  been  offered 
to  Mr.  McCurdy  for  the  Mutual?    A.  No,  sir. 

Q.  Did  Mr.  McCurdy  ever  bring  the  matter  before  the 
Finance  Committee?    A.  No,  sir. 

Q.  Did  Mr.  Juilliard  say  anything  to  you  with  regard  to  the 
desirability  of  the  investment?     A.  I  presume  he  did. 

Q.  Do  you  recall  what,  in  substance,  he  said  upon  that  point? 
A.  No,  except  that  he  thought  it  was  a  good  investment. 

Q.  Did  you  make  any  independent  inquiry  into  the  affairs  of 
the  Lawyers'  Mortgage  Company?  A.  No,  sir,  except  that  I 
had  friends  that  were  in  it  and  who  told  me  that  it  was  a  pros- 
perous concern. 

Q.  Did  you  expect  that  the  stock  would  rise  in  value?  A. 
I  don't  think  I  would  have  taken  it  if  I  did  not. 
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Q.  You  regarded  it  as  a  good  opportunity?    A.  Yes,  sir. 

Q.  Didn't  you  inquire  how  it  was  that  a  portion  of  the  thou- 
sand shares  was  allotted  to  you  ?    A.  I  did  not. 

Q.  Did  you  know  who  your  associates  were  in  the  participa- 
tion?    A.  I  did  not.    I  probably  did  in  a  general  way. 

Q.  Did  you  know  Mr.  McCurdy  was  associated  with  you? 
A.  I  have  no  recollection  of  anything  now  about  it. 

Q.  Or  Mr.  Cromwell?    A.  No,  I  did  not. 

Q.  Or  Mr.  Jarvie  ?    A.  I  did  not  know  it  at  the  time. 

Q.  When  did  you  learn  it?  A.  I  learned  it  just  recently, 
this  week. 

Q.  The  letter  says  Mr.  Juilliard  has  obtained  some  of  the 
new  stock — did  you  learn  how  much  he  had  obtained?  A.  I 
have  no  recollection  of  the  amount  until  I  read  it  this  week. 

Q.  Did  it  occur  to  you  that  that  would  be  a  good  investment 
for  the  Mutual?    A.  No,  sir. 

Q.  Did  you  make  inquiries  with  that  in  view?     A.  No,  sir. 

Q.  What  did  you  understand  to  be  the  meaning  of  this 
clause,  "please  consider  this,  and  especially  the  price,  entirely 
confidential"?  A.  I  think  that  is  very  usual  in  offering  an 
interest  in  an  undertaking  of  that  kind  when  the  price  was  the 
price  at  which  the  stock  had  been  offered  to  the  stockholders. 

Q.  That  was  a  matter  that  was  generally  known,  was  it  not, 
the  stock  was  offered  to  the  stockholders?  A.  Those  who  took 
Mr.  Morgenthau's  share,  there  was  but  one  price. 

Q.  Yes,  but  I  do  not  think  it  was  generally  known  that  the 
stock  had  not  been  taken  by  the  stockholders. 

Q.  Didn't  you  understand  that  it  was  desired  that  you  should 
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hold  the  stock?  A.  There  was  no  engagement  of  any  kind  on 
my  part,  or  no  condition  made  when  I  took  the  stock. 

Q.  Was  any  intimation  made  to  you  ?     A.  No,  none  at  all. 

Q.  Did  you  think  it  was  simply  an  opportunity  to  make  a 
profit  on  a  resale?    A.  Yes,  or  hold  for  investment. 

Q.  Did  you  hold  for  investment  or  did  you  resell?  A.  I 
resold  about  four  months  afterwards. 

Q.  At  what  price?  A.  Two  hundred  and  fifteen.  I  ought  to 
correct  myself,  Mr.  Hughes ;  I  resold  fifty  shares  of  it  at  once 
and  one  hundred  shares  were  taken — fifty  shares  for  my  firm, 
A.  Iselin  and  company,  and  fifty  shares  for  a  customer  of  the 
firm  at  the  exact  price  I  paid  for  it,  one  hundred  and  twenty- 
five  and  some  interest,  and  one  hundred  shares  was  then  sold 
about  four  months,  in  October,  1901,  at  two  hundred  and 
fifteen. 

Q.  You  are  a  member  of  the  Finance  Committee  of  the 
Mutual  Life?     A.  Yes,  sir. 

Q.  Did  you  ever  know  there  was  a  Salary  Committee  to  fix 
the  salaries  of  the  executive  officers?  A.  I  know  now,  but  I 
did  not  know  when  I  first  went  on  the  committee. 

Q.  Did  you  know  prior  to  this  Summer  or  the  hearings  in 
this  investigation?     A.  Yes,  I  did. 

Q.  When  did  you  first  learn  that  there  was  a  Salary  Com- 
mittee to  fix  the  salaries  of  executive  officers?  A.  Well,  it 
may  have  been  several  years  ago. 

Q.  Did  you  know  who  were  on  the  salary  committee?     A.  I 

do  not  think  I  did  prior  to  this  Summer. 

Q.  Did  you  know  how  they  were  appointed?  A.  No,  I 
did  not. 
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Q.  Did  you  know  what  salaries  they  fixed?     A.  I  did  not. 

Q.  Did  you  ever  make  an  inquiry  about  these  matters?  A.  I 
did  not. 

Q.  Did  you  ever  call  for  a  report  of  the  committee?  A.  No, 
I  did  not. 

Q.  As  far  as  you  know  did  the  committee  ever  report  to  any 
other  committee  or  to  the  board?     A.  Not  as  far  as  I  know. 

Q.  When  did  you  first  learn  of  the  salary  paid  to  Mr.  R.  A. 
McCurdy?  A.  It  was  a  matter  of  gossip — I  learned  it  this 
Summer  since  this  investigation  commenced. 

Q.  Prior  to  this  Summer  had  you  any  information  on  the 
point?     A.  I  haa  none. 

Q.  Didn't  you  think  it  was  your  duty  to  ascertain  what  sal- 
aries were  paid?     A.  I  did  not. 

Q.  That  did  not  come  up  at  all?  A.  No,  did  not  come  up 
at  all. 

Q.  Is  the  same  true  as  to  the  salaries  paid  other  executive 
officers?    A.  Yes,  sir. 

Q.  That  whole  matter  then  was  in  the  keeping  of  the  gentle- 
men who  were  on  the  Salary  Committee?     A.  Yes,  sir. 

Q.  Did  you  know  whether  that  committee  was  reappointed 
from  time  to  time  or  held  over?     A.  I  did  not. 

Q.  Didn't  know  anything  about  it?  A.  Didn't  know  any- 
thing about  it. 

Q.  Can  you  explain  how  it  was  that  that  matter  was  allowed 
to  remain  in  that  shape  for  so  long?  A.  I  can  explain  it  by 
reading  the  by-laws  which  I  have  done  since  this  investigation 
commenced,  and  the  by-law  provides,  as  I  understand  it,  that 
the  salary  should  be  fixed  by  the  Finance  Committee  or  presi- 
dent or  other  appropriate  committee. 
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Q.  Did  you  understand  that  under  that  by-law  the  matter 
of  salaries  was  to  be  kept  secret?    A.  No. 

Q.  Did  you  think  that  was  a  matter  as  to  which  the  boar4 
should  be  advised?    A.  I  didn't  think  about  it. 

Q.  Didn't  think  anything  about  it?  A.  Didn't  think  any- 
thing about. 

Q.  The  by-law  itself  has  only  recently  been  brought  to  your 
attention  ?    A.  Yes,  sir,  within  the  last  few  months. 

Q.  With  regard  to  the  expenses  the  company  was  under- 
going, did  you  make  any  inquiries  relating  to  those  ?  A.  No,  I 
did  not. 

Q.  Were  you  a  member  of  any  other  committee  save  the 
Finance  Committee?    A.  Agency  Committee. 

Q.  How  long  were  you  a  member  of  the  Agency  Committee? 
A.  I  cannot  say.    The  minutes  of  the  company  will  show. 

Q.  For  some  years?    A.  For  some  years. 

Q.  Did  you  see  the  contract  that  C.  H.  Raymond  Company 
had?    A.  Never  knew  anything  about  it. 

Q.  What  did  the  Agency  Committee  do  with  reference  to 
the  terms  upon  which  agents  were  employed?  A.  My  recol- 
lection of  the  meetings  of  the  Agency  Committee  is  very  dim ; 
I  do  not  think  I  attended  altogether  before  this  investigation 
more  than  two  or  three  meetings  of  the  Agency  Committee. 

Q.  Did  you  ever  take  any  steps  to  ascertain  the  terms  upon 
which  agents  were  employed  ?    A.  No,  sir. 

Q.  Prior  to  this  investigation  did  you  know  what  was  paid  to 
Robert  H.  McCurdy?    A.  No,  sir. 

Q.  Or  the  terms  of  his  contract  relating  to  the  foreign  busi- 
ness?    A.  Knew  nothing  about  it. 
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Q.  Were  these  matters  ever  brought  before  the  committee? 
A.  No,  sir,  not  when  I  was  present. 

Q.  What  did  you  ever  do  as  a  member  of  the  Agency  Com- 
mittee? A.  Well,  I  attended,  as  I  say,  as  far  as  I  recollect,  two 
or  three  meetings  before  this  investigation  commenced. 

Q.  Do  you  know  what  was  done  at  those  meetings?  A.  I 
think  that  the  president  read  out  reports  and  we  passed  on 
the  dividends  that  were  paid  to  the  policyholders. 

Q.  Did  the  Agency  Committee  have  to  do  with  dividends?. 
A.  That  is  my  recollection. 

Q.  Did  the  president  ever  submit  any  proposed  contract 
with  the  agents?    A.  No,  sir. 

Q.  Do  you  regard  your  position  as  at  all  different  from  the 
position  of  other  members  of  the  committee  with  regard  to 
your  action — or  in  other  words  were  you  as  active  as  the  other 
members  of  the  committee  so  far  as  you  know?  A.  The  offi- 
cers of  the  company  were  ex  officio,  members  of  the  committee 
and  they  were  more  active. 

Q.  I  mean  apart  from  ex  officio  members — I  mean  repre- 
sentatives of  the  Board  of  Trustees?  A.  You  mean  on  this 
Agency  Committee?  , 

Q.  Yes.  Was  your  position  peculiar  or  were  the  rest  practi- 
cally occupying  the  same  position  as  yours?  A.  I  think  they 
occupied  the  same  position  as  mine. 

Q.  Do  the  Agency  Committee  make  a  report  to  the  Board 
of  Trustees?  A.  Yes,  their  minutes  were  all  reported  to  the 
board. 

Q.  Did  they  really  report  that  they  had  done  anything  as 
an  Agency  Committee?     A.  Very  little. 
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Q.  Did  you  participate  in  any  of  the  syndicates  in  which  the 
Mutual  Life  was  a  participant?     A.  Yes,  sir. 

Q.  Are  you  prepared  to  furnish  a  statement  of  those  partici- 
pations?    A.  No,  I  am  not;  I  would  have  to 

Q.  You  can  get  that  up  at  the  same  time  now  if  you  will. 
A.  I  would  have  to  have  a  list. 

Q.  The  company  will  undoubtedly  give  you  a  duplicate  of 
the  syndicate  sheet  which  has  been  furnished  the  Committee. 
That  can  easily  be  arranged,  I  take  it.  From  that  if  you  will 
make  up  a  list,  as  we  are  very  much  pressed  for  time  now,  I 
will  not  take  you  through  the  entire  list,  but  will  ask  you  to 
prepare  a  statement ;  if  we  can  have  it  to-morrow  I  should  be 
very  glad,  because  our  sessions  are  limited.  The  paper  to 
which  I  refer  is  a  list  of  syndicate  operations  marked  Exhibit 
50  for  identification,  on  the  part  of  the  Mutual  Life,  and  I 
should  also  like  a  statement  of  your  participation  in  syndicates 
in  which  the  Mutual  Life  was  not  a  participant,  but  where  it 
bought  from  the  syndicate  managers?  A.  Perhaps  it  might 
be  well  for  me  to  state  that  I  have  been  a  member — if  you  allow 
me 

Q.  Certainly.  A.  Of  the  firm  of  A.  Iselin  and  Company 
since  1869,  and  I  have  been  trustee  of  the  Mutual  Life  for  the 
past  twelve  years  since  1893.  I  have  never  taken  a  participation 
in  a  syndicate  on  my  individual  account.  All  the  participations 
taken  were  taken  for  my  firm.  My  firm  has  been  taking  partici- 
pations in  syndicates  for  twenty-four  years,  before  I  became  a 
trustee ;  they  continued  to  do  the  same  and  there  has  been  no 
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participations  taken — absolutely  no  participations  taken  by  me 
individually. 

O.  You  had  an  interest  in  the  firm's  participations?  A.  Yes, 
sir. 

Q.  What  I  want  to  get  at  is  this.  Here  are  a  number  of 
syndicate  participations  of  the  Mutual  Life?     A.  Yes. 

Q.  And  if  my  memory  serves  me,  I  think  when  Mr.  Haven  ^ 
puts  in  his  statement  to-morrow  we  will  h^ve  all  the  participa- 
tions of  the  Finance  Committee  men  of  the  Mutual  Life  except 
yours.  What  I  want  to  get  at  is  your  own  participations  either 
directly  or  through  your  firm  in  syndicates  where  the  Mutual 
Life  was  a  party  or  bought  bonds  of  syndicate  managers.  I  do 
not  want  your  outside  participations  where  the  Mutual  was 
not  interested  either  by  being  a  participant  or  buying  bonds  of 
the  syndicate  as  shown  by  its  sheets,  which  of  course  the  com- 
pany will  give  you.  If  you  will  let  me  have  them  to-morrow  I  will 
excuse  you  now?  A.  I  would  like  to  state  also  that  my  firm  is 
a  considerable  buyer  of  bonds. 

Q.  I  am  not  asking  you  for  your  firm's  purchases ;  I  am  ask- 
ing for  participations.  A.  You  asked  me  when  we  bought 
bonds. 

Q.  No,  you  misunderstood  me.  I  am  asking  you  for  partici- 
pations in  syndicates  where  the  Mutual  Life  was  a  participant 
or  where  the  Mutual  bought  bonds  from  the  syndicate  man- 
agers? A.  Well,  my  firm  bought  bonds  from  syndicate  man- 
agers, too. 

Q.  Well,  that  is  a  matter  which  you  can  state  or  not,  as  you 
please.    That  is  not  the  inquiry  I  am  interested  in.    I  want  to 
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know  the  extent  to  which  there  was  any  benefit  by  the  purchase 
on  the  part  of  the  Mutual  of  securities  floated  by  syndicate 
managers,  where  you  were  interested  in  the  syndicate?  A. 
You  want  the  amount  of  participations? 

MR.  HUGHES :  Yes,  the  character  and  the  amounts.  That 
,is  all,  Mr.  Iselin. 

JOHN  P.  MUNN,  called  as  a  witness,  being  duly  sworn,  tes- 
tified as  follows: 

BY  MR.  HUGHES: 

Q.  Dr.  Munn,  you  are  the  president  of  the  United  States 
Life  Insurance  Company?     A.  Yes,  sir. 

O.  How  long  have  you  been  president?     A.  Since  1902. 

O.  Your  company  is  organized  under  the  laws  of  the  State  of 
New  York?    A.  Yes,  sir 

Q.  When  was  that  company  organized?     A.  In  1850. 

Q.  Under  a  special  act?    A.  Yes,  sir. 

Q.  Do  you  remember  the  year? 

MR.  PATTERSON:  Here  is  a  copy  of  the  charter,  Mr. 
Hughes. 

MR.  HUGHES:  This  is  a  copy  of  the  charter.  I  will  have 
it  marked  for  identification. 
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(Book  marked  Exhibit  868  for  identification.) 

Q.  This  was  under  the  act  of  1849,  I  find.     A.  Yes,  sir. 

MR.  HUGHES:  I  will  read  the  following  paragraphs  of  the 
charter. 

Article  III.  The  insurance  business  of  the  company  shall  be 
transacted  upon  the  mutual  principle,  except  where  by  express 
agreement  between  the  company  and  the  assured,  such  mutuality 
is  waived,  and  there  shall  be  a  guarantee  capital  of  at  least  one 
hundred  thousand  dollars. 

Article  IV.  Section  6.  Every  shareholder  shall  be  entitled 
to  one  vote  for  directors  for  every  share  of  capital  stock  stand- 
ing in  his  name  on  the  books  of  the  company.  That  being  a 
portion  of  said  provision. 

Article  VI.  Section  3.  If  consistent  with  the  then  exist- 
ing laws  of  this  State  the  directors  may  at  any  time  increase 
the  guarantee  capital  by  subscriptions,  until  the  same  shall 
amount  to  one  million  of  dollars. 

Article  VI.  Section  4.  The  proprietors  of  the  guarantee 
capital  may  be  allowed  semi-annual  interest  thereon  not  ex- 
ceeding 7  per  cent,  per  annum. 

Article  VI.  Section  5,  Twenty  per  cent,  of  the  net  profits  of 
the  company  after  paying  such  interest  shall  be  apportioned  pro 
rata  among  the  proprietors  of  the  guarantee  capital  and  the 
remaining  80  per  cent,  thereof  shall  be  apportioned  pro  rata 
among  the  assured  insuring  on  the  mutual  principle,  who  shall 
have  paid  an  annual  premium  three  years  in  succession. 
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Section  6.     The  said  company,  at  the  expiration  of  three  years 
from  the  time  that  the  first  policy  shall  have  been  issued  and 
bear  date,  and  within  thirty  days  thereafter,  and  during  the 
first  thirty  days  of  every  subsequent  period  of  three  years,  shall 
cause  a  balance  to  be  struck  of  the  affairs  of  the  company,  in 
which  they  shall  charge  each  holder  of  the  policy  with  a  pro- 
portionate share  of  80  per  cent,  of  the  losses  and  expenses  of 
the  said  company,  according  to  the  amount  of  premiums  paid 
on  said  policies;  but  in  no  case  to  exceed  the  amount  of  the 
profits  thereon,  to  his  credit,  and  shall  charge  each  proprietor  of 
the  guaranteed  capital  with  his  proportion  of  twenty  per  cent, 
of  the  said  losses  and  expenses.     Each  holder  of  a  policy  shall 
be  credited  with  a  proportionate  share   of  eight  per  cent,  of 
the  net  profits  of  the  company  as  aforesaid,  and  in  case  of  death 
of  an  insured  party,  the  amount  insured  and  the  profits  stand- 
ing to  his  credit  at  the  last  preceding  striking  of  the  balance 
shall,  within  three  months,  be  paid  over  to  his  legal  representa- 
tive or  assign,  and  the  proportion  of  profit  which  shall  be  found 
to  belong    to  said  policyholder,  at  the  next  subsequent  striking 
of  the  said  balance  shall  be  paid  over  to  the  legal  representa- 
tive or  assign  of  such  deceased,  within  three  months  after  the 
said  last  mentioned  balance  shall  be  struck.     It  being  under- 
stood, however,  that  no  fraction  of  a  year  shall  be  estimated  in 
determining  a  right  to  profit.     Each  holder  of  the  guarantee 
capital  shall  be  entitled  to  draw  whatever  may  appear  to  his 
credit  over  and  above  his  capital  upon  striking  such  balance, 
his  capital  being  left  open  for  accumulation  for  each  interval. 

MR,  HUGHES:  I  refer  to  Chapter  710  of  the  laws  of  1870 
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amending  the  charter  of  the  United  States  Life  Insurance  Com- 
pany as  follows : 

Section  i.  The  United  States  Life  Insurance  Company,  may, 
anything  in  any  law,  charter  or  articles  of  association  contained 
to  the  contrary  notwithstanding,  make  distribution  of  such  sur- 
plus as  they  have  accumulated  or  may  accumulate  annually,  or 
once  in  two,  three,  four  or  five  years,  as  the  directors  thereof 
may  from  time  to  time  determine. 

Section  2.  Such  portion  of  surplus  funds  as  the  policyhold- 
ers may  be  entitled  to  may  be  distributed  among  the  policy- 
holders of  such  company,  in  proportion  to  the  sum  of  money 
which  each  member  has  contributed  to  the  total  of  the  surplus 
fund,  to  be  distributed  among  the  poHcyholders,  and  including  in 
such  distribution  a  just  and  equitable  allowance  for  interest;  and 
any  such  dividend  or  surplus  may,  at  the  option  of  the  company, 
be  credited  to  the  holder  of  the  policy,  to  accumulate  for 
his  benefit,  or  may  be  paid  in  cash  to  the  policyholder  or  be  ap- 
plied to  the  purchase  of  additional  insurance,  or  in  reduction  of 
or  toward  the  payment  of  premiums;  and  it  shall  be  lawful  for 
said  company  at  any  time  by  agreement  with  the  policyholder, 
to  take  a  surrender  and  cancel  any  dividend  which  may  be  or 
now  is  standing  to  the  credit  of  any  poHcyholder  or  any  addi- 
tional insurance  that  may  have  been  purchased  with  any  such 
dividend.  PoHcies  which  have  become  payable  before  the  time 
when  such  distribution  is  made,  and  after  the  date  of  last  pre- 
vious distribution  of  surplus,  may  share  in  the  same  capacity  and 
proportionally. 
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Section  3  provides  with  regard  to  policies  in  favor  of  married 
women. 

Section  4  that  the  act  shall  take  effect  immediately. 

The  charter  was  further  amended  by  Chapter  624  of  the  laws  of 
1872,  as  follows: 

Section  i.  The  sixth  section  in  Article  Six  of  the  Charter  of 
the  United  States  Life  Insurance  Company  in  the  City  of  New 
York  is  hereby  amended  to  read  as  follows : 

Section  6.  The  said  company  shall,  within  30  days  after  the 
4th  day  of  March,  1873,  and  in  every  subsequent  year  for  the 
balance  to  be  struck' of  the  affairs  of  the  company,  showing  the 
gross  profits  of  said  company,  if  any  for  the  year  ending  the 
31st  day  of  December  preceding;  and,  after  deducting  therefrom 
all  proper  costs,  charge,  expense  and  interest  on  the  guarantee 
capital  and  the  scrip  certificates  hereinafter  provided  for,  and 
reserving  thereof  such  sums  as  may  be  necessary  and  proper  to 
be  applied  to  the  reserve  and  surplus  funds  of  such  company, 
shall  apportion  the  residue  of  the  net  profits  as  is  provided  for  by 
the  fifth  section  of  said  Article  6  of  the  said  charter  as  hereby 
amended. 

The  distribution  of  the  sum  so  apportioned  to  the  policy- 
holder of  said  company  shall  be  made  in  accordance  with  the 
provisions  of  Section  2  of  the  act  of  the  Legislature  entitled, 
"An  Act  to  Amend  the  Charter  of  the  United  States  Insur- 
ance Company,"  passed  May  6th,  1870,  it  being  understood, 
however,  that  no  portion  of  a  year  shall  be  estimated  in  deter- 
mining a  right  to  profits,  and  each  holder  of  the  guarantee  cap- 
ital shall  be  credited  on  the  books  of  the  company,  with  his 
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portion  of  a  net  profit,  so  declared  as  aforesaid,  for  which  he 
shall  be  entitled  to  receive  a  scrip  certificate,  assignable  only  on 
the  books  of  the  company  on  surrender  of  the  certificate,  bear- 
ing an  annual  interest  of  seven  per  cent.,  to  be  paid  semi-annual- 
ly, on  the  same  days  on  which  interest  on  the  guarantee  capital 
shall  be  payable,  and  so  on,  until  the  aggregate  of  the  guarantee 
capital  and  of  such  scrip  certificates  shall  amount  to  the  sum  of 
one  million  dollars,  when  said  scrip  shall  be  surrendered,  and 
certificates  of  guarantee  capital  shall  be  issued  in  lieu  thereof, 
thereupon  the  guarantee  capital  shall  consist  of  said  amount  of 
one  million  dollars,  and  shall  be  entitled  to  interest  as  now  pro- 
vided for  in  the  fourth  section  of  said  Article  6  of  said  charter, 
but  shall  not  be  entitled  to  any  pro  rata  share  in  the  net  profits 
of  said  companies,  except  a  sum  equal  to  three  per  cent,  per 
annum  on  its  said  capital;  and  all  of  said  net  profits  ascertained 
as  above  directed,  except  said  last  mentioned  sum  of  three  per 
cent,  per  annum  shall  be  apportioned  among  the  policyholders 
in  said  company,  in  the  same  manner  as  is  provided  in  the  sec- 
ond section  of  the  said  act  of  May  6th,  1870. 

Section  2.  Section  5  of  said  Article  6  of  the  said  charter  is 
hereby  amended  by  striking  thereout  the  words  "who  shall  have 
paid  an  annual  premium  three  years  in  succession." 

Section  3  provides  for  a  repeal  of  inconsistent  provisions  of 
Section  4. 

Section  4  that  the  Act  shall  take  effect  immediately. 

The  charter  was  further  amended  by  the  laws  of  1882,  chapter 
44  as  follows: 

"Section  i.     Whenever  the  aggregate  of  the  guarantee  capi- 
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tal  and  scrip  certificates  of  the  United  States  Life  Insurance 
Company  of  the  City  of  New  York  shall  amount  to  the  sum  of 
$440,000,  the  further  issue  of  scrip  shall  cease,  and  the  Board  of 
Directors  of  said  company  shall  call  in  all  scrip  certificates  for 
the  purposes  hereinafter  stated.  Written  or  printed, notice  of 
such  call  shall  be  served  upon  each  holder  of  said  scrip,  by 
mailing  the  same  addressed  to  the  holder  thereof,  at  his  last 
known  place  of  business  or  residence,  and  prepaying  the  postage 
thereon.  Proof  by  affidavit  of  such  service,  by  mailing  or  pre- 
paying of  postage,  shall  be  sufficient  evidence  thereof  in  any 
court  or  proceeding.  Interest  on  said  scrip  certificates  shall 
cease  three  months  after  service  of  such  notice,  or  upon  previous 
surrender  of  the  scrip.  Said  scrip  certificates  may  be  surrend- 
ered by  the  respective  holders  thereof  at  the  company's  prin- 
cipal office  in  the  City  of  New  York,  and  upon  such  surrender 
the  said  certificate  shall  be  cancelled  and  certificates  of  guar- 
antee capital  shall  be  issued  in  lieu  thereof,  and  it  shall  be  al- 
lowable to  issue  certificates  for  fractional  shares  of  guarantee 
capital  in  exchange  for  scrip  certificates  for  Hke  amounts;  where- 
upon the  guarantee  capital  shall  consist  of  said  amount  of 
$440,000,  and  the  holder  of  said  guarantee  capital  may  be  al- 
lowed interest  as  now  provided  for  in  the  fourth  section  of  Ar- 
ticle 6  of  the  charter  of  the  said  company,  but  shall  not  be  en- 
titled to  or  receive  any  other  or  additional  rate  of  interest,  nor 
to  any  pro  rata  or  other  share  in  the  net  profits,  surplus  or  divi- 
dend of  said  company;  but  thereafter  the  entire  net  profits  and 
divisible  surplus  shall  be  ascertained  by  the  Board  of  Directors 
in  accordance  with  the  contract  between  the  said  company  and 
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its  policyholders  respectively;  and  annually,  or  once  in  two  or 
more  years  thereafter,  the  sum  which  may  be  set  apart  by  the 
said  board  from  such  net  profits  or  divisible  surplus  for  such 
purpose  shall,  in  the  manner  provided  in  said  charter,  as  here- 
by amended,  be  apportioned  among  the  policyholders  entitled  to 
participate  therein,  according  to  their  respective  classes  and  the 
terms  of  their  respective  contracts." 

Section  2  provides  for  the  repeal  of  inconsistent  provisions. 

Section  3  that  the  act  shall  take  effect  immediately. 

Q.  Have  there  been  any  other  amendments  to  the  charter? 
A.    No. 

Q.  What  is  the  present  capital  of  the  United  States  Life  In- 
surance Company?    A.  $440,000. 

Q.  What  amount  is  paid  upon  that  capital  annually?  A. 
Seven  per  cent,  interest. 

Q.  Do  the  stockholders  receive  any  other  returns  by  way  of 
credit  or  profits,  dividends  or  otherwise?    A.  No,  sir. 

Q.  Were  you  connected  with  the  United  States  Life  Insurance 
Company  prior  to  the  time  that  you  became  president  ?  A.  Yes, 
sir. 

Q.   In  what  way?    A.  Medical  director. 

Q.  How  long  were  you  medical  director  ?  A.  I  do  not  recall 
the  year  that  I  was  made  medical  director.  It  was  a  good  many 
years  ago,  a  number  of  years. 

Q.  Had  you  any  other  connection  with  the  company  aside 
from  that  of  medical  director?  A.  When  I  first  went  with  the 
company  I  went  as  medical  examiner. 
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Q.  Are  these  the  by-laws  of  your  company  (handing  book)? 
A.  Yes,  sir. 

MR.  HUGHES :  I  will  have  them  marked  for  identification. 

(Book  marked  Exhibit  869  for  identification.) 

Q.  You  have  apparently  three  standing  committees,  a  Finance 
Committee,  a  Committee  on  Claims  and  an  Auditing  Commit- 
tee?   A.  Yes,  sir. 

MR.  HUGHES  :  It  is  provided  in  Article  X.  of  the  by-laws  that 
the  Finance  Committee  shall  consist  of  four  directors  besides  the 
president,  any  three  of  whom  shall  constitute  a  quorum  for  the 
transaction  of  business.  That  it  shall  hold  regular  meetings  at 
least  once  every  week  and  shall  superintend  and  direct  any 
extra  payments  not  duly  authorized  by  the  board  and  investment 
of  the  funds  of  the  company,  examine  quarterly  the  assets  and 
securities  of  the  company  and  report  to  the  board. 

Q.  Have  you  an  Executive  Committee  ?    A.  Yes,  sir. 

Q.  Apart  from  the  Finance  Committee?  A.  No,  sir;  I  beg 
pardon. 

Q.  The  Finance  Committee  is  the  Executive  Committee?  A. 
The  Finance  Committee  is  the  Executive  Committee. 

Q.  The  Finance  Committee  is  practically  the  committee  di- 
recting the  proceedings  of  the  company  when  the  Board  of 
Directors  is  not  in  session?  A.  Yes,  sir;  we  have  no  Executive 
Committee. 
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Q.  Are  any  payments  made  by  your  company  upon  executive 
order  without  the  authorization  or  approval  of  the  Finance 
Committee?  A.  Every  payment  made  by  our  company  is  ap- 
proved by  the  Finance  Committee.  There  are  some  small 
amounts  tliat  are  paid  before  the  Finance  Committee  see  them. 

Q.  Are  there  any  payments  that  are  made  upon  the  sole  au- 
thority of  yourself  as  president  without  reference  to  the  Finance 
Committee  ?    A.  No,  sir. 

Q.  The  Committee  on  Claims  apparently  is  charged  with  the 
duty  of  investigating  policy  losses,  losses  on  claims  on  policies  ? 
A.  Yes. 

Q,  The  Auditing  Committee,  it  is  said,  shall  consist  of  three 
directors,  to  whom  shall  be  referred  the  several  monthly  reports 
of  all  receipts  and  payments.  Are  your  accounts  actually  audited 
by  that  committee  ?  A.  They  are  actually  audited,  every  ex- 
penditure of  the  company  is  audited  by  that  committee. 

Q.  How  frequently  does  that  audit  take  place?  A.  I  don't 
know  that  they  have  a  regular  time  for  meeting.  About  five 
times  a  year. 

Q.  Is  this  a  correct  statement  (producing  paper)  of  the  sal- 
aries of  the  officers  of  your  company  (handing  paper)?  A.  Yes, 
sir. 

MR.  HUGHES :  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  870.) 

j\Ir.  Hughes  then  read  Exhibit  870. 
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Q.  Your  compan)'  was  examined  by  the  Department  of  In- 
surance in  the  early  part  of  the  year,  I  beheve?  A.  In  the  lat- 
ter part  of  last  year  and  early  part  of  this  year. 

O.  The  report  being  under  date  of  March  14,  1905?  A.  I 
do  not  remember  the  date. 

MR.  HUGHES:  I  will  offer  in  evidence  and  read  the  Ex- 
aminer's report. 

(Paper  marked  Exhibit  No.  871.) 

Mr.  Hughes  then  read  Exhibit  No.  871. 

Q.  Following  upon  that  report  what  action  did  you  take  with 
regard  to  the  securities  mentioned,  the  Virginia  Passenger  & 
Power  Company  first  consolidated  mortgage  fifty-year  five  per 
cent,  gold  bonds  par  value  $100,000?  A.  We  sold  those  securi- 
ties for  $85,000. 

Q.  They  were  taken  up  by  you,  were  they  not?    A.  Yes,  sir. 

Q.  And  did  the  company  in  any  way  advance  directly  or  in- 
directly any  moneys  required  for  that  purchase?  A.  Not  a 
dollar  in  any  way  in  the  world. 

Q.  Those  were  taken  at  85  ?    A.  Yes,  sir. 

Q.  And  $85,000  was  put  in  the  treasury  of  the  company?  A. 
Yes,  sir. 

Q.  And  there  was  no  investment  in  any  other  securities  of 
that  particular  amount  or  no  substitution  which  in  any  way 
affected  the  giving  to  the  company  of  that  amount  of  money? 
A.  No  way  at  all. 
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MR.  PATTERSON :  Are  you  willing  to  ask  the  witness  what 
those  bonds  cost  the  company? 

Q.  Yes.    What  did  the  bonds  cost  the  company?    A.  $50,000. 
Q.  $50,000?    A.  Yes,  sir. 

Q.  So  the  company  made  a  profit  on  them  of  $35,000?  A. 
$35,000. 

Q.  What  was  the  justification  for  the  inclusion  of  those  bonds 
in  the  annual  statement  of  December  31,  1904,  at  85?  A.  At 
that  time  we  believed  and  I  believe  that  that  was  the  proper 
value  for  those  bonds.  The  list  of  our  securities,  all  of  our 
bonds  and  stocks  that  we  had  were  given  to  a  very  reputable 
and  competent  Wall  Street  house,  and  they  passed  upon  those 
bonds ;  they  gave  them  a  value  of  85. 

Q.  What  house  was  that?  A.  It  was  N.  W.  Halsey  &  Com- 
pany. 

Q.  Were  they  the  brokers  through  whom  the  United  States 
Company  did  business  ?  A.  We  have  done  business  with  those 
people,  but  not  until  comparatively  recently. 

Q.  Was  that  company,  this  Virginia  Passenger  &  Power  Com- 
pany, one  in  which  your  stockholders  were  interested?  A.  Only 
myself.     I  had  an  interest  in  that  company. 

Q.  Who  was  president  of  the  company?  A.  At  that  time  I 
believe  a  Mr.  Sitterding. 

Q.  Well,  at  the  time  you  acquired  the  bonds  ?    A.  Yes. 

Q.  Was  there  any  one  who  was  interested  in  the  United 
States  Life  Insurance  Company  as  a  stockholder  other  than 
yourself  that  was  interested  in  the  Virginia  Passenger  &  Power 
Company  ?    A.  I  don't  know  that  there  was,  Mr.  Hughes. 
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Q.  How  did  you  come  to  make  that  purchase?  A.  Of  the 
$85,000?  . 

Q.  Yes.  A.  Some  years  before — you  have  the  date  at  which 
this  $50^000  was  invested — we  bought  50  bonds  of  the  Richmond 
Passenger  &  Power  Company  for  $45,000,  I  think. 

Q.  Those  bonds  were  afterwards  sold — you  have  the  record 
there,  perhaps,  giving  you  the  dates,  have  you?  A.  I  have  it  in 
my  pocket,  I  think.  The  investments  will  show  (referring  to 
papers).  I  know  that  we  invested  in  these  bonds  and  bought  50 
of  the  bonds  for  $45,000.  These  bonds  were  sold  off  at,  and  that 
money  was  invested  in  the  new  consolidated  company,  the  Vir- 
ginia Passenger  &  Power  Company. 

Q.  Who  were  the  members  of  your  Finance  Committee  at 
that  time?  A.  George  G.  Williams,  Clarence  H.  Kelsey  and 
James  R.  Plum,  I  think. 

Q.  Is  Mr.  George  E.  Fisher  a  director  of  your  company?  A. 
No,  sir. 

Q.  Was  he  at  that  time?    A.  He  was. 

Q.  Was  he  interested  in  the  Virginia  Passenger  &  Power 
Company?    A.  He  was. 

Q.  Did  he  have  a  controlling  interest  in  that  company?  A. 
He  controlled  the  company. 

Q.  Was  Mr.  Henry  Sampson  a  director  of  your  company  at 
that  time  ?    A.  Yes,  sir. 

Q.  Was  he  interested  in  the  Virginia  Company?  A.  I  think 
Mr.  Sampson  had  some  of  these  bonds. 

Q.  Was  Mr.  Edwin  Langdon  interested  in  the  Virginia  Pas- 
senger &  Power  Company  ?    A.  I  do  not  think  so. 
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Q.  Was  he  a  director  of  your  company  at  that  time  ?  A.  He 
was. 

Q.  And  you  acquired  the  interests  in  the  Virginia  Passenger 
&  Power  Company,  the  consoHdated  company  of  1902,  at  the 
time  it  was  controlled  by  George  E.  Fisher  ?  A.  I  think  he  con- 
trolled it  at  that  time.  I  don't  know  that  he  actually  controlled 
that  by  his  interest  in  it,  but  he  really  controlled  the  company. 

Q.  What  led  you,  Doctor  Munn,  to  take  up  that  investment? 
Why  should  you  have  done  it?  A.  I  felt — which  one  do  you 
mean,  Mr.  Hughes? 

Q.  The  Virginia  Passenger  &  Power  Company.  A.  The 
$85,000? 

O.  Yes,  we  are  talking,  as  I  understand  it,  of  the  same  se- 
curity, are  we  not?    A.  Yes,  sir. 

Q.  There  is  only  the  one  ?    A.  Yes. 

Q.  The  par  value  of  $100,000?  A.  What  I  wish  to  know  is 
whether  you  meant  the  original  investment  or  my  taking  up  the 
$85,000  ? 

Q.  Yes,  I  want  to  know  why  it  was  you  paid  the  $85,000  for 
these  bonds  after  the  report  of  the  superintendent?  A.  I  did 
that,  Mr.  Hughes,  because  I  had  been  interested  in  that  com- 
pany. I  felt  that  if  there  was  any  moral  obligation  for  that  in- 
vestment resting  on  me,  I  would  make  that  good.  That  was 
the  only  reason  that  I  took  it  up.  I  was  never  asked  by  any  one 
to  take  it  up.  Our  own  Finance  Committee,  when  I  suggested 
it,  felt  that  it  was  uncalled  for  on  my  part,  but  that  it  was  a  very 
generous  thing  for  me  to  do. 

Q.  Did  you  in  naming  those  who  were  members  of  the 
Finance  Committee  refer  to  it  as  now  constituted?    A.  At  the 
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present  time  the  Finance  Committee  is  James  R.  Plum,  Mr. 

William  H.  Potter  and  Mr.  Clarence  H.  Kelsey. 

» 

■Q.  And  there  are  others  who  are  ex  officio  members  ?  A.  No, 
sir,  that  is  our  full  committee  at  the  present  time.  The  president 
of  the  company  is  a  member  ex  officio. 

Q.  There  was  a  supplemental  report  made  by  the  Depart- 
ment of  Insurance  or  its  chief  examiner  ?    A.  Yes. 

MR.  HUGHES :  I  offer  that  in  evidence. 

(Paper  marked  Exhibit  872.) 

Mr.  Hughes  then  read  Exhibit  872. 

Q.  What  interest  did  the  United  States  Life  Insurance  Com- 
pany have  in  the  Merchants'  Trust  Company?  A.  None  what- 
ever. 

Q.  Were  you  individually  interested  in  the  Merchants'  Trust 
Company?    A.  Yes,  sir. 

Q.  Did  that  company  finance  or  have  the  flotation  of  the  Vir- 
ginia Power  bonds?  A.  It  did  not  have  the  flotation  of  the 
bonds,  as  I  understand  it.  They  were  connected  with  that  enter- 
prise. 

Q.  Did  the  United  States  Life  Insurance  Company  use  the 
Merchants'  Trust  Company  as  a  depository?  A.  Only  for  the 
deposit  of  this  $50,000  that  these  bonds  were  sold  for.  They 
never  had  any  account  there  and  never  kept  any  account  there. 

Q.  Never  kept  any  account  with  that  company?  A.  No,  sir; 
nothing  to  do  with  it. 
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Q.  Nothing  to  do  with  it  whatever?    A.  Nothing  whatever. 

Q.  Did  it  buy  the  securities  or  take  them  from  the  Merchants' 
Trust  Company?  A.  This  statement  will  show  that,  Mr. 
Hughes.  I  do  not  think  so.  I  do  not  know  how  that  is.  You 
have  a  list  that  would  show  that  I  think. 

Q.  Here  is  a  sheet  showing  purchases  and  sales  of  securities. 
Did  your  company  acquire  any  securities  from  the  Merchants' 
Trust  Company?  A.  Unless  they  acquired  these,  Mr.  Hughes. 
Do  you  find  that  item  there  ? 

Q.  It  says  opposite  the  Virginia  Passenger  &  Power  Com- 
pany, "received  a  member  of  underwriting  syndicate  from  Mer- 
chants' Trust  Company,  with  500  shares  common  stock  and  250 
shares  preferred  stock,  value  not  yet  determined."  Does  that 
mean  that  the  United  States  Life  Insurance  Company  was  a 
member  of  the  syndicate  that  underwrote  the  securities  of  the 
Virginia  Passenger  &  Power  Company  ?  A.  They  signed  a  syn- 
dicate for  $50,000,  and  afterwards  that  syndicate  did  not  go 
through,  I  believe.  But  they  finally  acquired  these  bonds  in  this 
way. 

Q.  What  did  you  say  their  prior  interest  was  in  the  under- 
writing bonds  ?  A.  $45,000  was  the  first  investment,  and  that 
was  sold  for  $50,000,  and  that  $50,000  was  invested  in  these 
$100,000  bonds  and  the  stock. 

Q.  Was  that  sold  out  for  cash  independently  of  this  invest- 
ment?   A.  Yes,  sir;  sold  out  entirely  for  cash. 

Q.  So  that  at  the  time  of  the  organization  of  the  new  com- 
pany the  United  States  Life  Insurance  Company  was  free  to 
invest  in  the  securities  or  not  as  it  chose?    A.  Yes. 
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Q.  And  it  then  entered  into  the  syndicate  to  the  extent  of  a 
subscription  for  $50,000  of  the  bonds  ?    A.  It  did. 

Q.  Did  it  go  into  any  other  syndicate  underwriting  with  the 
Merchants'  Trust  Company  ?    A.  Never. 

Q.  Who  is  C.  L.  Jacobus  ?    A.  C.  L.  Jacobus  is  a  broker. 

Q.  Who  is  L.  U.  Maltby  2d?  A.  He  is  also  a  broker.  I  do 
not  think  he  is  a  member  of  the  exchange.  He  is  a  young  man 
who  has  bought  securities  for  us  and  sold  them. 

Q.  I  "show  you  a  number  of  your  transactions  of  purchases 
and  sales  of  securities  through  C.  L.  Jacobus.  Has  he  any  re- 
lation to  any  officer  of  your  company  ?  A.  No,  sir.  Mr.  Jacobus 
was  originally  a  patient  of  mine,  that  is  the  only  relation.  I 
have  known  him  for  many  years. 

O.  Has  any  officer  of  your  company  at  any  time  had  any  in- 
terest, commission  or  returns  of  any  sort  on  any  purchases  or 
sales  of  securities  made  by  your  company?    A.  Never. 

Q.  Has  your  company  ever  invested  in  the  Rutland  Street 
Railroad?    A.  Never. 

Q.  Or  in  the  Hudson  Valley  Railway?    A.  Never. 

Q.  And  when  I  asked  you  whether  it  had  been  in  any  syndi- 
cate underwriting  in  which  the  Merchants'  Trust  Company  was 
interested  I  intended  to  include  any  transaction  with  the  Mer- 
chants' Trust  Company?  A.  Never  had  any  transaction  with 
the  Merchants'  Trtist  Company,  was  never  related  to  it  in  any 
way  in  the  world,  Mr.  Hughes. 

Q.  Well,  that  being  the  case,  what  led  the  company  to  make 
an  investment  like  that  Virginia  Passenger  &  Power  Company 
investment  three  years  ago?  A.  Well,  it  was  thought  to  be  a 
good  investment. 
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Q.  Well,  who  brought  it  to  your  attention?  A.  I  knew  about 
this  property  myself.  I  had  been  interested  in  the  property  and 
I  believed  that  it  was  a  good  investment  for  our  company. 

Q.  It  was  a  combination  of  several  interests,  was  it  not?  A. 
Yes,  sir,  it  was  a  consolidation  of  all  the  electric,  water  power 
properties  in  Richmond  and  Petersburg,  Virginia. 

Q.  Has  your  company,  that  is  the  United  States  Life  Insur- 
ance Company,  ever  been  in  any  other  syndicate  ?  A.  Yes,  sir ; 
it  acquired  some  of  the  Japanese  bonds  through  a  syndicate. 

Q.  Has  a  statement  been  furnished  the  committee  of  your 
syndicate  participations  ?    A.  Yes,  sir ;  I  have  one  here. 

Q.  Is  this  it  (handing  paper)?    A.  Yes,  sir. 

MR.  HUGHES:  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  873). 

Mr.  Hughes  then  read  Exhibit  873. 

Q.  Were  you  personally  interested  in  any  of  these  syndicates? 
A.  No,  sir. 

Q.  Were  you  not  interested  in  the  Virginia  Passenger  & 
Power  Company  syndicate  personally?  A.  Yes,  sir,  I  had  an 
interest  in  that  company. 

Q.  Were  you  interested  in  the  syndicate,  were  you  one  of  the 
underwriters?  A.  Really,  I  think  that  I  was,  Mr.  Hughes,  but 
I  am  not  sure  about  that. 

Q.  Was  any  other  officer  of  your  company  interested  in  it? 
A.  No,  sir. 
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Q.  Do  you  know  the  extent  of  your  interest?    A.  I  do  not. 

Q.  Was  any  officer  of  your  company  interested  in  any  of  the 
other  syndicates  mentioned?    A.  No,  sir. 

Q.  Who  are  the  directors  of  your  company?  A.  I  have  not 
a  list  here,  Mr.  Hughes. 

Q.  Will  you  tell  me  if  that  is  a  correct  list,  and  if  not,  will 
you  read  a  list  which  will  make  the  necessary  corrections  (hand- 
ing paper)?    A.  This  is  not  a  correct  list,  Mr.  Hughes. 

Q.  Suppose  you  read  a  list  which  will  make  the  corrections 
as  you  go  along?  A.  Henry  C.  Hulbert,  James  R.  Plum  (viz. 
Leland),  D.  H.  Hotaling,  Russell,  Charles  E.  Patterson,  Clarence 
H.  Kelsey,  Charles  W.  Dayton,  Elgin  L.  R.  Gould,  Samuel  W. 
Fairchild,  Henry  Sampson,  David  Banks,  Isaac  A.  Hopper, 
Charles  A.  Gardiner,  William  R.  Beal,  Ronald  H.  McDonald, 
Edward  Townsend,  Henry  R.  Ickelheimer.  I  think  that  is  all 
I  may  have  omitted  one — William  H.  Porter,  C.  P.  Fraleigh, 
Richard  E.  Cochran,  A.  Wheelwright,  John  P.  Munn  and  James 
W.  Lahey. 

Q.  Is  this  a  correct  list  of  the  collateral  loans  made  by  your 
company?     A.  Yes,  sir. 

.  MR.  HUGHES  :  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  No.  874.) 

Q.  The  collateral  is  not  stated  on  this  sheet.  You  say  at  the 
bottom,  "all  the  above  loans  were  on  demand  and  upon  customary 
Stock  Exchange  collateral,  with  a  margin  of  at  least  twenty  per 
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cent.,  except  one  loan  that  is  mentioned."  What  do  you  mean 
by  customary  Stock  Exchange  collateral?  A.  The  Stock  Ex- 
change collateral. 

Q.  Securities  listed  on  the  Stock  Exchange  ?    A.  Yes,  sir. 

O.  Have  any  loans  been  made  on  collateral  of  which  the  Mer- 
chants" Trust  Company  stock  or  the  Rutland  Street  Railway 
Company  stock  was  a  part  ?    A.  Never,  not  that  I  know  of. 

Q.  Or  the  Hudson  Valley  Railway  Company?  A.  The  secre- 
tary corrects  me.  The  secretary  says  that  in  one  loan  to  Mr. 
Tousey,  I  think  there  was  some  of  the  Merchants'  Trust  Company 
stock,  but  that  was  taken  out  and  changed. 

Q.  That  is  the  loan  referred  in  your  annual  report  of  last  year? 
A.  Yes,  sir. 

Q.  Have  you  made  any  loans  on  collateral  of  which  the  Rutland 
Street  Railway  formed  a  part?    A.  Never. 

Q.  Or  the  Hudson  Valley  Railroad  Company?    A.  No,  never. 

Q.  Or  the  Richmond  Passenger  &  Power  Company  ?  A. 
Never. 

Q.  Or  the  Virginia  Passenger  &  Power  Company?  A.  Never 
that  I  know  of. 

Q.  Have  you  made  any  loans  to  any  of  your  directors,  stock- 
holders, or  officers  of  your  company?     A.  Yes,  sir. 

Q.  Are  these  shown  on  this  list?     A.  Yes,  sir. 

Q.  Wherever  they  appear A.    Every  loan  we  have  made 

appears  on  this  list. 

Q.  And  wherever  any  officer,  director,  or  stockholder  of  your 
company  is  interested  in  a  loan  his  name  appears?     A.  Yes,  sir. 
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Q.  So  the  names  of  brokers,  or  bankers  are  not  used  here  in  any 
way,  as  in  any  way  representative  of  any  other  individuals  who 
are  interested  ?    A.  No,  sir. 

Q.  You  have  never  had  a  loan  from  the  company  ?  A.  I  have 
had  a  loan  from  the  company  many  years  ago. 

Q.  I  mean  for  the  last  ten  years,  which  is  the  period  covered  by 
this  statement?    A.  No. 

Q.  Did  Mr.  Fisher  ever  get  loans  from  the  company?  A. 
No,  sir. 

Q.  The  loans  you  referred  to  as  having  been  made  to  officers, 
one  is  to  your  former  president,  George  H.  Burford  ?    A.  Yes,  sir. 

Q.  And  Charles  P.  Fraleigh  ?  A.  Yes,  sir ;  and  one  to  Donald 
B.  Tousey,  who  is  now  dead. 

Q.  Those  were  all?  A.  He  was  one  of  our  directors  and  our 
counsel. 

Q.  Any  others?  A.  Yes,  Mr.  Wheelwright  and  Mr.  Cochran, 
also. 

Q.  Those  were  all  secured  by  listed  securities  ?    A.  Yes,  sir. 

Q.  Worth  more  than  twenty  per  cent,  above  the  amount  of  the 
loan?    A.  Yes,  sir. 

Q.  You  say  that  there  is  one  exception  and  that  is  a  loan  to 
W.  A.  Clark,  which  represents  a  participation  of  your  company 
in  a  loan  made  of  six  million  five  thousand  dollars,  made  by  the 
First  National  Bank  of  New  York.  What  was  your  participation 
in  that  loan — one  hundred  thousand  dollars  is  stated  here?  A. 
It  is  stated  there,  yes,  a  hundred  thousand  dollars. 

Q.  And  the  collateral  for  that  loan  is  held  by  the  bank?  A. 
Yes,  the  First  National  Bank. 
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Q.  What  have  you  to  represent  the  loan?    A.  Mr.   Wheel- 
wright, what  have  we  ? 

MR.  WHEELWRIGHT:  Nothing  but  letters  of  acknowledg- 
ment.    We  have  the  bank's  letters  of  acknowledgment. 

Q.     Have  you  any  statement  of  the  collateral  held  for  that  loan  ? 
A.  Have  we,  Mr.  Wheelwright? 


•'b' 


MR.  WHEELWRIGHT:  Yes. 

Q.  Or  of  the  participants  in  it  ?  In  other  words,  I  merely  want 
to  know  what  the  United  States  Life  has  to  show  the  propriety  of 
the  investments?     A.  They  have  the  obligation  of  the  bank. 

Q.  Does  it  hold  the  obligation  of  the  First  National  Bank  ? 

MR.  WHEELWRIGHT :  It  is  a  letter  showing  we  have  this 
participation  in  this  loan. 

Q.  You  really  rely  upon  the  credit  of  the  borrower  and  a  se- 
curity?   A.  Yes,  sir. 

Q.  Not  upon  any  obligation  of  the  bank?     A.  No. 
Q.  Have  you  a  statement  of  the  securities? 

MR.  WHEELWRIGHT :  I  haven't  it  here. 

Q.  Have  your  Finance  Committee  been  in  a  position  to  pass 
upon  it?  A.  They  have  considered  it  very  carefully  and  passed 
upon  it. 
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Q.  You  say  there  is  a  commission  of  one-half  of  one  per  cent. — 
is  that  in  addition  to  interest  ?     A.  Yes. 

Q.  Apparently  you  have  kept  your  money  employed  at  rates  for 
the  most  part  five  and  six  per  cent.,  so  far  as  you  have  made 
collateral  loans?  A.  We  have  never  made  a  loan  to  any  of  the 
officers  of  our  company,  except  upon  six  per  cent,  mterest,  not  in 
ten  or  fifteen  years  anyway. 

Q.  Is  this  syndicate  list  that  you  have  furnished  a.  complete 
list  of  all  syndicate  transactions  of  your  company?  A.  Yes,  sir; 
a  complete  list. 

Q.  Is  this  statement  a  record  of  your  bank  deposits,  a  com- 
plete statement  of  the  banks  in  which  the  company  makes  deposits  ? 
A.  Yes,  sir. 

Q.  And  of  their  monthly  balances?     A.  Yes,  sir. 

MR.  HUGHES :  I  will  have  it  marked  for  identification. 
(Paper  marked  Exhibit  No.  875  for  identification.) 

Q.  It  would  appear  that  the  Importers  and  Traders'  Bank  is 
your  principal  bank  of  deposit?     A.  It  is. 

Q.  You  have  a  small  amount,  five  hundred  dollars  with  the  New 
York  State  Banking  Company  at  Syracuse?    A.  Yes. 

Q.  And  you  have  a  running  account  with  the  Chemical  Na- 
tional Bank,  which  for  the  most  of  the  time  is  ten  thousand 
dollars?    A.  Yes,  sir. 

Q.  What  interest  is  allowed  you  by  the  Importers  and  Trad- 
ers' National  Bank?  A.  Two  per  cent,  or  two  and  a  half  per 
cent.    It  varies. 
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Q.  What  is  the  highest  amount  that  has  been  allowed  you? 
A.  I  could  not  say  that. 

Q.  What  is  the  rate  at  present?  A.  What  is  the  present  rate, 
Mr.  Secretary? 

MR.  WHEELWRIGHT :  Two  per  cent. 

Q.  Your  account  apparently  fluctuates  a  good  deal.  Do  you 
plan  to  keep  any  particular  amount  of  cash  on  hand?  A.  No, 
sir. 

Q.  What  have  you  found  a  sufficient  amount  in  practice  to 
manage  your  company?  A.  I  think  that  we  should  have  a  hun- 
dred thousand  dollars  or  two  hundred  thousand  dollars. 

O.  You  very  rarely  have  two  hundred  thousand  dollars  and  a 
great  part  of  the  time  apparently  your  account  is  under  a  hun- 
dred thousand  dollars?  A.  Under  one  hundred  thousand  dol- 
lars.   That  will  show  you  what  you  have. 

Q.  According  to  that  you  do  not  keep  very  much  free  cash? 
A.  No,  sir. 

Q.  Keep  your  cash  pretty  well  invested?  A^  Keep  it  well 
invested. 

Q.  Have  you  any  interest  in  the  Importers  and  Traders' 
Bank?    A.  Yes,  sir. 

Q.  You  are  a  director  of  that  bank  ?  A.  No,  sir ;  I  have  five 
shares  of  the  stock. 

Q.  Has  the  United  States  Life  Insurance  Company  any  in- 
terest in  the  bank?    A.  No,  sir. 
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Q.  Are  any  of  the  other  officers  of  your  company  interested  in 
it?    A.  No,  sir. 

Q.  This  is  a  Ust  of  the  securities  of  your  company  owned  at 
the  present  time  ?    A.  Yes,  sir. 

MR.  HUGHES :  I  will  have  it  marked  for  identification. 

(Paper  marked  Exhibit  No.  876  for  identification.) 

Q.  When  you  state  in  this  list  book  value,  you  mean  to  be 
understood  as  saying  that  that  is  the  cost — in  other  words,  do 
you  keep  your  book  values  corresponding  to  the  cost?  A.  This 
is  original  cost,  which  we  never  change. 

Q.  Have  you  ever  enhanced  your  book  values  because  of  sup- 
posed excess  of  market  value?  A.  At  the  end  of  the  year,  when 
we  make  up  our  statements,  we  put  our  securities  in  at  the  price 
as  of  the  thirty-first  of  December. 

Q.  Well,  you  put  in  the  place  left  for  that  purpose  a  statement 
of  the  market  value  ?    A.  Yes,  sir. 

Q.  But  do  you  in  your  books A.  No,  sir,  we  do  not. 

Q.  increase  the  bank  value  ?    A.  We  do  not. 

Q.  So  that  your  books '  always  show  the  cost  ?  A.  Always 
show  the  cost. 

Q.  Is  this  a  complete  statement  of  the  purchases  and  sales 
made  by  your  company  for  the  last  ten  years  (showing  witness 
paper)?    A.  Yes,  sir. 

Q.   Of  securities,  I  mean?    A.  Yes,  sir. 

(Paper  marked  Exhibit  No.  877  for  identification.) 


6122 


Testimony  of  John  P.  Munn 

Q.  You  have  been  asked  to  state  the  facts  with  reference  to 
your  contribution  for  political  purposes,  or  in  connection  with 
legislation.  Is  this  a  correct  and  complete  list  of  all  such  con- 
tributions?   A.  Yes,  sir. 

MR.  HUGHES :  I  ofler  it  in  evidence. 

Paper  marked  Exhibit  No.  878,  and  read  in  evidence  by  Mr. 
Hughes. 

Q.  Did  you  ever  employ  .Andrew  Hamilton?    A.  No,  sir;  no. 

Q.  Did  you  employ  him  in  connection  with  the  recovery  of  ex- 
cess taxes  paid  under  the  Law  of  igoi,  providing  for  tax  on  pre- 
miums ?    A.  We  did  not Did  we  employ  him  ? 

Q.  Mr.  Patterson  said  you  did.  Do  you  know  about  the 
matter  ?  A.  Mr.  Patterson  made  the  arrangement  with  Mr.  Ham- 
ilton. 

Q.  And  do  you  know  what  it  was?  A.  I  knew,  Mr.  Hughes, 
that  there  was  some  talk  of  making  an  arrangement  with  Mr. 
Hamilton  to  get  back  certain  tax  money,  but  I  never  knew  that 
that  arrangement  was  completed.  I  knew  there  was  talk  about 
that.     What  did  you  ask  me  about  Mr.  Hamilton? 

Q.  Whether  he  had  been  employed  by  your  company?  A. 
Only  in  this  way,  that  Mr.  Patterson  tells  me — I  don't  know 
about  it. 

Q.  Are  you  sufficiently  conversant  with  the  matter  to  tell  us 
the  terms  of  his  retainer  in  that  matter?  A.  I  should  have  to 
ask  Mr.  Patterson  about  that. 
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MR.  PATTERSON :  I  am  willing  to  tell  you,  Mr.  Hughes, 
and  the  committee,  just  what  there  was  in  regard  to  that.  I  am 
counsel,  or  was  counsel,  for  the  United  States  Life  Insurance. 
Mr.  Donald  B.  Tousey  was  acting  counsel,  generally,  and  I  was 
out  of  town  most  of  the  time.  Mr.  Tousey  received  a  letter  from 
Mr.  Hamilton  calling  attention  to  this  recovery  back  from  the 
State  of  the  tax  that  had  been  paid  in,  and  suggesting  that  Mr. 
Tousey  should  put  the  matter  in  his  hands.  I  was  personally  ac- 
quainted with  Mr.  Hamilton.  Mr.  Tousey  was  not.  I  went 
with  Mr.  Tousey  to  see  Mr.  Hamilton,  and  I  told  Mr.  Ham- 
ilton that  the  company  objected  to  hiring  counsel  and  then  paying 
for  lawyers  outside  to  do  their  work,  but  if  there  was  anything 
in  this  matter  that  he  would  be  of  special  assistance,  I  would  like 
to  know  what  there  was.  Mr.  Hamilton  said  to  me  and  to  Mr. 
Tousey  at  that  time  that  it  was  not  a  matter  of  compensation  for 
him,  but  he  had  managed  a  test  case,  and  that  he  did  not  want  to 
have  subsequent  cases  bothered  with  possibly  a  different  pre- 
sentation of  the  case  to  the  Comptroller,  and  so  far  as  the  question 
of  fees  was  concerned,  why  it  was  indifferent  to  him,  that  it  might 
rest  with  me,  or  rest  anywhere  that  it  might  occur,  only  he  would 
prefer  to  have  the  management  of  the  case  in  his  own  hands. 

MR.  HUGHES  :  What  did  he  get? 

MR.  PATTERSON :  About  that  time  I  went  to  Europe  and 
was  away,  and  never  had  any  further  conversations  with  him, 
and,  as  far  as  I  know,  he  has  never  gotten  a  cent.  We  got  back 
a  rebate  of  about  $2,800,  I  think,  or  something  Uke  that,  and 
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when  I  came  back  and  Mr.  Tousey  was  dead,  I  went  to  see  Mr. 
Hamilton  to  arrange  in  regard  to  his  fee,  and  he  had  gone  to 
Europe,  and  I  never  saw  him,  and  he  has  never  had  anything. 

MR.  HUGHES :  Did  you  get  back  the  amount  in  money,  or 
was  it  a  credit? 

MR.  PATTERSON :  It  was  a  credit  on  an  account  which  we 
were  to  be  paid. 

Q.  Your  tax  was  a  very  small  one?    A.  Our  tax  was  small. 

MR.  PATTERSON :  A  little  over  three  thousand  dollars,  if  I 
recollect,  and  a  rebate  of  $2,600  or  $2,800;  I  am  not  certain  as 
to  the  figures.  That  is  my  recollection.  Judge  Patterson  has 
never  been  paid  from  us,  and  whether  Mr.  Tousey  ever  made 
any  arrangements  with  him  or  not,  as  to  what  he  was  to  be  paid 
I  don't  know.  I  have  always  considered  that  he  was  to  be  paid 
something,  and  I  have  never  found  out  what  he  was  to  be  paid. 

Q.  Have  you  ever  had  any  relations  with  Andrew  C.  Fields? 
A.  No,  sir;  I  never  heard  of  him  until  this  investigation  came  on. 

Q.  How  does  it  happen  that  you  did  not  anticipate  threatening 
legislation  and  expend  money  to  prevent  it?  A.  I  suppose  we 
were  so  small. 

Q.  Thought  the  big  companies  would  take  care  of  you?  A. 
We  would  be  taken  care  of.  We  have  never  taken  any  hand  in 
those  matters. 

Q.  Is  this  a  complete  statement  of  the  legal  expenses  incurred 
by  your  company  since  January,  1896?  (Showing  witness  paper.) 
A.  Yes,  sir. 
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(Paper  marked  Exhibit  879  for  identification.) 

THE  WITNESS :  The  secretary  reminds  me  that  these  are  le- 
gal retainers  and  fees. 

Q.  These  are  legal  fees,  just  what  is  stated,  legal  retainers 
and  fees.  In  your  last  annual  statement  to  the  department  it  ap- 
pears that  the  legal  expenses  for  1904  amounted  to  $12,555.  These 
items  don't  appear  to  be  totalized  here  in  this  list — is  that  about  the 
amount  you  have  expended  for  legal  services  annually?  A.  I 
should  have  to  ask  the  secretary. 

Q.  The  secretary  says  that  the  items  reported  in  the  annual 
statement  include  traveling  expenses  and  disbursements  charged 
to  legal  expense  account — that  is  right?    A.  Yes. 

Q.  Whereas,  the  statement  furnished  the  committee  is  simply 
legal  retainers,  and  being  exclusive  of  traveling  expenses  and  such 
matters  as  are  charged  to  legal  expense  account?    A.  Yes. 

Q.  As  these  items  were  not  added  up,  I  merely  wanted  to  get  at 
approximately  the  amount  of  your  legal  expenses  per  annum. 
Can  you  give  me  that?  A.  I  cannot.  The  secretary  can  give 
you  that. 

Q.  About  $5,000? 

THE  SECRETARY:  $5,000  to  $7,000. 

Q.  You  have  been  asked  to  furnish  a  statement  upon  the  loading 
upon  your  first  year's  premiums,  and  your  total  first  year's  ex- 
penses:    Is  this  accurate  statement? 

(Showing  witness  statement.) 

A.     Yes,  sir. 
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MR.  HUGHES  :  I  will  read  it  in  evidence. 

Paper  marked  Exhibit  880,  and  read  in  evidence  by  Mr. 
Hughes. 

MR.HUGHES:  I  will  now  offer  in  evidence  from  the  files  of 
the  Superintendent  of  Insurance  the  following  statement  of  the 
cost  of  new  business  of  the  United  States  Life  Insurance  Com- 
pany: 

COST  OF  NEW  BUSINESS. 

Contract  Per 

Agent — Location                                      Year  ending.  cent. 

A.  Arthur,  New  York  City June  30,  1904  260 

James  Chase,  Boston Sept.     5,  1904  160 

Thomas  F.  Daly Oct.    26,  1904  114 

Thomas  F.  Daly,  Kansas  City,  Mo May      8,1904  236^ 

Chas.  H.  Dorsey May    31,  1904  144 

John  D.  Lawrence,  Philadelphia,  Pa.  .Feb.    26,  1904  124 

John  D.  Lawrence,  Philadelphia,  Pa.  .July     21,  1904  157 

H.  W.  Mclntyre *.  Sept.  30,  1904  147 

C.  M.  Marvin,  New  York  City Mar.  15,  1904  238 

L.  F.  Meagley Oct.    12,  1904  142 

C.  P.  Nagel Aug.     i,  1904  85 

G.  B.  Reichard Mar.  19,  1904  102 

G.  W.  Rodenberg  (Dec.  29,  '04  6%).  .Jan.    14,  1904  112 

J.  W.  Schockney  (one  half  year) June  30,  1904  m 

L.  H.  Stewart,  Montreal Apr.  30,  1904  177 

L.  H.  Stewart,  Toronto Apr.  30,  1904  96 
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COST   OF   NEW   BUSINESS.— (Continued.) 

Contract  Per 

Agent — Location  Year  ending.  cent. 

J.  H.  Strong Dec.  31,  1904  80 

James  L.  Watkins Oct.    31,  1904  126 

Edwin  Wheller Jan.    22,  1904  102 

W.  N.  Wood,  Buffalo .Feb.     2,  1904  109 

Wood  &  Robinson,  Buffalo Sept.    2,  1904  99 

Q.  What  is  the  explanation  of  these  very  large  percentages  of 
the  first  year's  premiums  ?  A.  We  paid  too  much  for  the  busi- 
ness. 

Q.  Go  on  and  complete  your  statement.  A.  Two  years  ago 
we  began  cutting  down  these  contracts,  made  up  our  minds  that 
the  large  companies — their  methods — we  changed  our  methods 
for  securing  business.  Our  contracts  made  in  the  last  year, 
none  of  them  exceeded  75  per  cent,  graded,  and  our  business  will 
hereafter  cost  us  very  much  less  than  it  has  cost  us  before.  Mr. 
Hughes,  in  these  expenses  has  been  figured  medical  examiners' 
fees  and  every  expense. 

Q.  Now,  take  the  case  of  A.  Arthur,  New  York  City.  What 
district  did  he  have  ?     A.  He  worked  in  New  York  City. 

Q.  What  contract  did  he  have,  that  is  what  rate  of  commis- 
sion? A.  I  could  not  tell  you  just  what  contract  we  had,  but  he 
had  a  certain  rate  of  commission.  What  is  the  cost  of  his  bus- 
iness? 

Q.  The  percentage  there  is  260  per  cent.?  A.  He  had  a  cer- 
tain commission,  and  he  evidently  had  an  advance  of  salary  in 
addition  to  it. 

Q.  Do  you  recollect  the  particulars?    A.  I  do  not,  sir. 
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Q.  In  a  general  way?    A.  I  do  not. 

Q.  Can  you  get  me  the  facts  regarding  it?  A.  Seventy-five 
per  cent.,  and  $i,8oo  salary. 

Q.  Seventy-five  per  cent,  commission  and  $i,8oo  salary.  Was 
he  a  general  manager  ?    A.  No,  sir. 

Q.  How  do  you  divide  or  classify  your  agency  force?  A. 
We  formerly  had  the  general  manager  system.  We  have  aban- 
doned that,  and  we  are  now  making  direct  contracts  with  men 
who  have  small  territories,  who  have  a  contract  direct  with  the 
company,  and  who  report  directly  to  us. '  The  highest  or  max- 
imum rate  which  we  pay  is  75  per  cent,  graded  and  with  that  a 
renewal  commission  of  7^  per  cent,  for  ten  years,  or  5  per  cent, 
during  the  Hfe  of  the  poHcy. 

Q.  How  could  you  reach  260  per  cent,  of  a  premium  on  a 
basis  of  75  per  cent,  commission,  and  $1,800  a  year  salary?  A. 
He  only  did  business  enough  to  bring  it  up  to  that  point.  If  he 
had  done  a  sufficient  amount  of  business  of  course  the  cost 
would  have  been  less. 

Q.  Have  you  continued  him  on  the  same  basis  ?  A.  No,  sir. 
All  of  those — most  of  those  men  you  have  named  have  been  dis- 
continued or  on  a  different  basis. 

Q.  Take  Marvin  for  example — 238  per  cent. — what  is  the  ex- 
planation of  that?  A.  Mr.  Marvin  was  the  oldest  manager  we 
had  connected  with  the  company.  Mr.  Marvin  had  broken  down 
in  health,  and  that  year  was  not  able  to  do  work.  He  has  .since 
died,  and  we  perhaps  should  have  held  Mr.  Marvin  to  a  closer 
account,  but  with  his  faiHng  health  we  allowed  his  salary  to  go 
on.     He  is  dead. 
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Q.  What  is  his  rate  of  commission?  A.  I  should  have  to 
ask. 

Q.  Fifty-five  per  cent,  graded  and  $4,000  a  year  salary?  A. 
Yes. 

Q.  Then  it  was  his  salary  that  brought  up  his  percentage?  A. 
Yes,  sir. 

Q.  How  many  agents  have  you  on  a  salary?  A.  At  the  pres- 
ent time? 

Q.  Yes.  A.  We  have  very  few  under  salary  at  the  present 
time. 

Q.  How  many  at  the  present  time?  A.  I  could  not  tell  you 
that  without  looking  it  up. 

Q.  How  many  did  you  have  a  year  ago?  A.  I  could  not 
tell  you  that. 

Q.  Does  your  report  show? 

THE  SECRETAkY:  Not  more  than  half  a  dozen,  I  think. 

Q.  What  was  the  amount  paid  out  for  salaries  of  agents  who 
received  salaries  in  addition  to  commissions  in  1904?  A.  We 
can  get  that  for  you.  I  cannot  tell  you.  Would  you  like  to 
have  it? 

BY  MR.  HUGHES: 

Q.  Have  you  furnished  us  a  statement  of  the  specimen  agents' 
contracts  with  the  amounts  that  have  been  paid  to  agents  as 
salaries  in  addition  to  commissions,  or  have  you  limited  the  state- 
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ment  to  the  commission  alone?  We  asked  to  have  your  speci- 
men agents'  contracts,  but  I  do  not  find  anything  which  shows 
the  actual  amount  that  the  agents  have  received. 

THE  SECRETARY:  Those  are  the  contracts  that  are  now 
used. 

MR.  HUGHES :  I  should  Hke  to  have  a  statement  which  will 
show  upon  what  basis  you  formerly  paid  the  agents,  and  what 
amount  of  salaries  and  contrasting  it  with  your  present  prac- 
tices in  that  regard. 

THE  WITNESS:  We  would  be  very  glad  to  give  it  to  you. 

Adjourned  to  10.30  a.  m.,  December  29th,  1905. 
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City  Hall,  New  York  City. 

December  29th,  1905. 

The  Committee  met  pursuant  to  adjournment,  Senator  Arm- 
strong in  the  chair. 

ADRIAN  ISELIN,  JR.,  resumed. 

BY  MR.  HUGHES: 

Q.  Mr.  Iselin  have  you  produced  the  information  asked  for 
yesterday?    A.  Yes,  sir  (producing  paper). 

Q.  This  is  a  statement  of  participations  of  A.  Iselin  &  Com- 
pany in  syndicates  in  which  the  Mutual  Life  Insurance  Com- 
pany was  or  is  interested,  January  19,  1900,  to  June  30th,  1905. 
It  includes  cases  where  the  Mutual  Life  bought  bonds  as  well  as 
where  it  was  a  participant?    A.  Yes,  sir. 

MR.  HUGHES:  I  offer  it  in  evidence. 

Paper  marked  Exhibit  881  and  read  in  evidence  by  Mr. 
Hughes. 
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Q.  Did  the  firm  of  A.  Iselin  &  Company  also  buy  bonds  from 
the  syndicate  managements?    A.  Yes,  sir. 

Q.  You  may  explain  the  circumstances?  A.  As  I  explained 
yesterday  I  have  been  a  partner  in  the  firm  of  Iselin  &  Com- 
pany thirty-six  years.  The  firm  has  been  in  this  business  over 
fifty  years  and  we  have  always  been  large  investors  in  bonds  of 
that  class  and  in  a  great  number  of  cases  there  we  have  sub- 
scribed more  in  proportion  to  our  participation  than  the  Mutual 
Life. 

Q.  Purchase  more  bonds  in  proportion  to  the  subscription? 
A.  I  mean  we  have  purchased  more  bonds  in  proportion  to  our 
subscription.  There  is  one  in  particular  here,  the  Pennsylvania 
Coal  collaterals,  we  hold  in  our  vaults  $1,140,000  of  bonds.  Our 
interest  in  that  syndicate  was  $250,000.  The  Chicago,  Burling- 
ton &  Quincy  we  hold  upwards  of  a  million  bonds  and  I  think 
our  interest  was  $200,000.  There  are  a  great  many  similar 
cases.  I  don't  like  to  appear  on  the  record  of  this  committee  as 
having  bought  bonds  with  the  object  of  selling  them  out  on  the 
Mutual  when  the  contrary  is  the  case. 

MR.  HUGHES:  Very  good. 

JOHN  P.  MUNN,  resumed. 

BY  MR.  HUGHES: 

Q.  At  the  close  of  the  session  yesterday,  Mr.  Munn,  I  asked 
if  you  would  give  a  statement  of  the  basis  upon  which  you 
formerly  paid  agents  together  with  a  comparison  of  the  rates 
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of  compensation  formerly  obtaining  and  those  that  now  ob- 
tain.    Have  you  made  such  a  statement?     A.  Yes,  sir. 

Q.  Is  this  it  (showing  witness  paper)?    A.  Yes,  sir. 

Q.  That  is  correct  according  to  your  information?  A.  Yes, 
sir. 

MR.  HUGHES:  I  offer  it  in  evidence. 
Paper  marked  Exhibit  882. 

Q.  Take  the  case  of  Mr.  Arthur  and  explain  just  the  differ- 
ence you  have  made  in  his  compensation.  A.  By  his  previous 
contract  Mr.  Arthur  had  50  and  55  per  cent,  commission  graded 
and  7^  per  cent,  renewal  for  eight  years  and  a  salary  of  $1,800  a 
year  and  office  boy,  $240  a  year,  and  the  office  rent,  $300  a  year, 
and  the  telephone — all  costing  over  19  per  cent,  commissions  as 
a  lien  on  his  renewal  commissions.  Now,  Mr.  Arthur  gets  75  per 
cent,  commission,  graded  5  per  cent,  renewals  for  10  years  and 
$100  for  the  first  month  only  advanced  on  account  of  all  com- 
missions, necessary  postage  and  exchange  and  use  of  telephone. 

Q.  What  is  the  difference  in  total  compensation?  A.  The  ad- 
vantage to  the  company  in  this  arrangement  is  this,  that  if  Mr. 
Arthur  does  no  business  the  company  is  not  out  anything. 

Q.  You  give  him  $100  the  first  month  only?  A.  For  one 
month,  that  is  all ;  that  is  the  end  of  the  advance. 

Q.  No  salary  whatever?      A.  No  salary  whatever. 

Q.  When  did  this  go  into  effect?  A.  About  the  first  of  the 
year,  I  think.    I  can  give  you  the  exact  date. 

Q.  Is  it  your  judgment  that  75  per  cent,  commission  can  be 


6135 


Testimony  of  John  P.  Munn 

paid  with  5  per  cent,  renewals  for  ten  years  and  the  company 
keep  within  its  loading  ?    A.  I  believe  it  can. 

Q.  Who  has  made  that  calculation  for  you?    A.  Our  actuary. 

Q.  Mr.  Standen  ?    A.  'Mr.  Standen. 

Q.  I  want  to  read  a  statement  by  Mr.  Standen  before  the 
Actuaries'  Society  of  America  in  October,  1901.  In  the  first 
place,  has  Mr.  Standen  given  special  attention  to  the  amount  of 
commissions  that  can  be  paid  by  the  company  with  safety?  A 
I  don't  know  that  he  has.  We  have  consulted  together  about  this 
question  and  decided  that  we  could  pay  as  much  as  would  give 
the  contract  we  have  outlined  here. 

Q.  In  this  article  Mr.  Standen  says :  "Many  of  the  problems 
which  confront  us  in  the  practice  of  life  insurance  bear  a  more  or 
less  intimate  relation  to  the  original  cost  of  securing  business 
and  should  be  considered  in  the  determination  of  so  important  a 
factor  as  the  commissions  that  can  suitably  be  paid  to  put  busi- 
ness on  a  company's  books.  I  do  not  make  this  contention  in 
support  of  any  arbitrary  limitation  of  the  maximum  commis- 
sions, but  I  most  sincerely  urge  a  due  recognition  of  the  princi- 
ples necessarily  involved  therein  in  the  adoption  of  a  justifiable 
schedule  of  graded,  commissions  for  all  the  various  plans  of  life 
insurance  in  relation  to  such  maximum  as  a  life  insurance  com- 
pany may  feel  disposed  to  pay  its  agents.  Of  the  many  factors 
and  influences  which  appear  to  the  judgment  of  the  actuary  as 
having  some  direct  or  remote  connection  with  the  subject  of 
commissions,  some  can  be  dismissed  entirely  in  a  critical  analysis 
of  this  question  as  not  having  sufficient  weight  to  materially  in- 
fluence results.  Others  involve  such  complex  considerations,  as, 
for  example,  the  question  of  participation  in  the  surplus  of  the 
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company,  and  when  the  right  to  dividends  accrues  as  a  matter  of 
contract  stipulation  that  for  the  sake  of  convenience  we  may  be 
justified  in  eHminating  them  in  an  examination  of  this  kind." 

Then  after  a  discussion  of  various  considerations  deemed  of 
importance,  he  continues : 

"Many  companies  do  and  do  not  guarantee  a  surrender  value 
until  the  end  of  three  years,  therefore  this  exhibit"  (referring  to 
an  exhibit  of  graded  commissions)  "will  be  in  connection  with 
the  graded  commission  which  will  permit  of  the  establishment  of 
an  unimpaired  reserve  at  the  end  of  the  third  year.  In  a  case 
where  this  hypothetical  commission  basis  yields  within  two  or 
three  dollars  of  an  unimpaired  reserve  I  have  regarded  the  re- 
serve as  practically  established  in  order  to  avoid  very  irregular 
or  impracticable  percentages." 

Then  the  following  table  is  set  forth : 

Ordinary  life  policy  maximum  consistent  with  unimpaired  re- 
serve at  the  end  of  three  years,  60  and  7J. 

Ten  payment  life  maximum  consistent  with  unimpaired  re- 
serve at  the  end  of  three  years,  45  and  7^. 

15  year  payment  life,  50  — 7|. 

20  payment  life,  52 — 7|. 

10  year  endowment,  42J — 7^. 

15  year  endowment,  47 J— 7^. 

20  year  endowment,  50J — 7J. 
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Q.  Has  Mr.  Standen  ever  brought  that  to  your  attention?  A. 
No,  sir,  I  have  never  read  that,  Mr.  Hughes. 

Q.  To  what  extent  do  you  consult  the  actuary  with  reference 
to  the  amount  of  commissions  that  can  be  paid?  A.  The  officers 
of  the  company,  together  with  the  actuary,  have  consulted  as  to 
what  we  should  do  and  the  contract  which  we  adopted  two  years 
ago  and  have  been  trying  to  make  since  then  was  agreed  upon  as 
tliC  one  taking  everything  into  account  that  we  could  adopt. 

Q.  Did  he  approve  of  75  per  cent?  A.  As  I  understand,  he 
did.  I  don't  know  whether  we  took  that  up  especially  with  the 
actuary,  Mr.  Hughes. 

Q.  Jn  the  conclusion  of  his  article  read  at  this  meeting,  I 
find  the  following  paragraph  : 

"In  conclusion  I  desire  to  say  that  I  do  not  claim  to  have  made 
an  exhaustive  study  of  the  subject  of  commission  gradings  or  of 
the  various  practical  considerations  which  should  reasonably  be 
regarded  as  influencing  them.  I  do  hope,  however,  that  my  sug- 
gestions may  arouse  others  more  competent  than  myself  to  in- 
stitute a  very  thorough  analysis  of  this  important  subject.  It  is 
a  large  field  which  offers  ample  room  for  earnest  investigators 
with  a  promise  of  very  rich  results.  If  the  executive  officers  of 
the  companies  could  be  induced  to  agree  to  a  formal  conference 
of  actuaries  on  the  questions  of  a  limitation  of  surrender  values 
and  the  grading  of  commission  schedules,  I  am  quite  satisfied 
that  such  a  conference  would  result  in  conclusions  pregnant  with 
incalculable  benefits  to  the  beneficient  system  of  life  insur- 
ance"  
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Q.  Has  any  such  suggestion  been  considered  by  your  com- 
pany ?  A.  That  would  be  very  desirable  to  carry  that  out,  and  we 
have  hoped  to  approach  that  condition  as  rapidly  as  possible. 

Q.  Has  any  such  suggestion  been  considered  by  your  com- 
pany ?  A.  We  would  be  very  glad  to  carry  that  out,  and  we  have 
hoped  to  approach  that  condition  as  rapidly  as  possible. 

Q.  What  has  interfered  with  your  approach  to  such  an  ideal 
condition?  A.  I  suppose  the  methods  employed  by  companies 
generally  in  getting  business. 

Q.  Competition?  A.  Competition  and  the  large  amount  of 
money  paid  to  get  the  business. 

Q.  What  sort  of  policies  do  you  write  for  the  most  part  ?  A. 
We  write  the  policies  that  are  ordinarily  written. 

Q.  How  much  of  your  business  is  on  the  deferred  dividend 
basis?  A.  About,  I  think,  we  have  forty  million  dollars  in  force, 
I  think  about  thirty-three  million  dollars  on  the  deferred  divi- 
dend basis. 

Q.  Do  you  write  preliminary  term  insurance  ?    A.  Yes,  sir. 

Q.  What  are  the  rates  for  the  first  year  on  your  preliminary 
term  business  ?    A.  We  have  not  a  rate  book  here. 

Q.  I  mean  what  is  it,  is  it  the  ordinary  life  rate?  Take  the 
case,  for  example,  of  a  twenty-year  endowment  policy  with  a 
preliminary  term,  do  you  take  the  whole  first  year  premium  for 
expenses  ?  A.  Mr.  Hughes,  I  think  it  would  be  wise  to  ask  the 
actuary  those  questions,  because  I  may  mislead  you. 

Q.  This  schedule  of  commissions  appearing  in  your  specimen 
contract  is  the  one  that  you  have  put  in  force  recently?     A.  Yes. 

Q  .When  was  that  put  in  force  ?  A.  This  past  year,  since  the 
examination  by  the  department. 
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Q.  When  was  that  put  in  force  ?    A.  This  past  year. 
Q.  Since  the  examination  by  the  department?    A.  When  was 
that  put  in  force,  Mr.  Secretary  ? 

MR.  WILLARD:  Last  year. 

THE  WITNESS  :  Last  year. 

t 

Q.  Well,  is  it  the  one  that  is  now  in  force?    A.  Yes,  sir. 
Q.  Is  it  the  one  that  was  made  effective  after  the  changes  set 
forth  in  Exhibit  No.  882  ?    A.  Yes,  sir. 

MR.  HUGHES :  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  No.  883.) 

MR.  HUGHES :  I  will  read  upon  the  record  from  your  state- 
ment the  following:  "Of  the  $40,155,812  of  insurance  in  force 
on  November  30th,  1905,  the  amount  of  $33,147,066  was  on  the 
first  dividend  plan.  The  amount  of  $3,291,432  was  on  the  ordi- 
nary participating  plans,  and  the  amount  of  $698,493  was  on 
the  annual  dividend  plan.  The  balance  of  the  total  insurance 
being  non-participating." 

Q.  What  difference  in  commissions  is  there  in  the  case  of 
participating  policies  as  compared  with  the  non-participating 
policy?  A.  We  pay  a  less  commission  on  the  non-participating 
policy. 
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MR.  HUGHES :  I  read  in  evidence  from  the  files  of  the  De- 
partment of  Insurance  the  following  schedule  of  real  estate  owned 
by  the  United  States  Life  Insurance  Company  on  December  31st, 
1904,  with  the  amounts  of  the  net  income  on  the  various  prop- 
erties respectively  as  indicated  by  the  department  upon  the 
schedule. 

(Paper  marked  Exhibit  884.) 

(Paper  marked  Exhibit  884  and  read  by  Mr.  Hughes.) 

Q.  Have  you  the  total  net  income  on  your  memorandum? 
A.  I  do  not  think  that  I  have,  Mr.  Hughes. 

MR.  HUGHES:  Total  items  net  income,  $25,276.09;  total 
items  of  losses  on  income,  $46.24,  being  a  total  net  income  on 
the  properties  taken  as  a  whole,  $25,229.85. 

MR.  HUGHES :  I  read  in  evidence  from  the  files  of  the  de- 
partment Schedule  C  annexed  to  the  report  of  appraisers  of 
the  department,  dated  March  8,  1905,  addressed  to  the  Super- 
intendent of  Insurance,  with  reference  to  the  department's  ap- 
praisal of  the  real  estate  of  the  United  States  Life  Insurance 
Company.  The  appraisals  in  the  order  stated  in  the  schedule 
already  read  in  evidence  are  thus  valued  by  the  department  and 
the  valuations  compared  with  the  valuations  of  the  company  as 
follows : 
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Company's  Department's 

Parcel  No.  appraised  value.        appraised  value. 

I $45,000  $28,000 

2 S,ooo                          s,ooo 

3 1 1,000                          8,000 

4 185,000  185,000 

5 250,000  175,000 

6 58,500                        55>ooo 

7 41,500                        40,000 

•    8 75,000                        75,000 

9 30,000                         30,000 

10 18,750                        20,000 

II 28,000                        25,000 

12 115,000  115,000 

13 7,500                          7,500 

Total  appraised  value  of  department's  ap- 
praisement    $768,500 

Q.  Will  you  explain,  Dr.  Munn,  the  reasons  for  the  low  re- 
turns in  income  upon  these  properties.  Take,  for  example,  the 
building  in  Oswego,  New  York.  It  was  carried  by  you  at  a 
book  value  of  $42,000.  The  net  income  appears  to  have  been, 
last  year,  $339.12.     Did  that  book  value  represent  cost  ?    A.  Yes. 

Q.  Was  that  property  acquired  by  purchase  for  the  purposes 
of  the  company  or  through  foreclosure  ?  A.  Through  foreclos- 
ure, I  think. 

Q.  It  is  called  the  United  States  Life  Insurance  Building.     Is 
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that  an  office  building  occupied  by  the  company  in  whole  or  part  ? 
A.  No,  sir. 

Q.  Why  has  it  not  been  disposed  of?  Apparently  it  was  ac- 
quired in  1878?  A.  We  have  not  had  a  chance  to  dispose  of  it. 
I  cannot  answer  except  for  the  time  that  I  have  been  president, 
Mr.  Hughes. 

Q.  What  is  your  practice  with  regard  to  obtaining  certificates 
from  the  department  of  permission  to  hold  that  property?  Do 
you  get  them  as  a  matter  of  form?    A.  Yes. 

Q.  Do  you  get  them  simply  on  the  presentation  of  an  appli- 
cation without  a  hearing  or  argument?  A.  I  have  never  made 
such  application  myself,  but  I  suppose  so. 

Q.  This  property  at  the  corner  of  Park  avenue  and  ii6th 
street,  New  York,  was  that  acquired  by  foreclosure?  A.  Yes, 
sir. 

Q.  Why  has  not  that  been  disposed  of?  A.  We  never  had  the 
chance  to  dispose  of  it  at  such  price  as  we  thought  we  should 
get  for  it. 

Q.  Have  you  made  efforts  to  dispose  of  it?  A.  We  have.  At 
the  present  time  we  are  hoping  to  receive  and  expect  to  receive 
very  substantial  damages  from  the  railroad  running  alongside 
of  it. 

Q.  I  see  that  you  carry  property  at  Leonard  street,  149,  151 
and  153  Leonard  street,  at  an  appraised  value  of  $250,000.  The 
department  has  put  it  down  to  $175,000.  Who  made  that  ap- 
praisal?   A.  Of  the  $250,000?- 

Q.  Yes.    A.  Can  you  tell  me,  Mr.  Secretary? 
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THE  SECRETARY:  Why,  I  think  we  made  it  ourselves.  I 
think  you  made  it. 

THE  WITNESS :  What  is  that? 

THE  SECRETARY :  I  do  not  think  there  was  any  formal 
appraisal.  It  was  from  information  that  we  got  that  there  were 
improvements  to  be  made. 

MR.  HUGHES :  I  will  put  this  gentleman  on  the  stand  pres- 
ently. 

'Q.  Tell  me,  Dr.  Munn,  in  looking  through  that  list  of  ap- 
praised values  where  those   items  were   obtained.     A.  Where 

the 

Q.  The  appraisals,  were  they  appraisals  or  were  they  the  es- 
timates of  the  company?  A.  I  suppose,  Mr.  Hughes,  that  there 
was  an  appraisal  in  every  instance.  There  was  an  appraisal  in 
•every  instance,  I  believe,  except  in  this  Leonard  street  property. 
Now,  I  myself  believed  that  this  Leonard  street  property  was 
fully  worth  $250,000.  You  will  permit  me  to  give  you  my  views 
upon  that? 

Q.  Certainly.  A.  In  1900  the  department  appraised  thid 
Leonard  street  property  at  $210,000.  Since  that  time  the  new 
-public  park  right  by  the  side  of  it  has  been  created.  On  the 
'Other  side  of  it  is  a  subway  station.  About  somewhere  from 
$10,000  to  $15,000  of  permanent  improvements  have  been  put  on 
the  building-  by  the  present  lessors  of  the  building,  the  present 
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tenants  of  the  building.  In  view  of  those  facts  and  in  view  of 
the  fact  that  next  February  we  were  to  receive  $15,000  rental,  I 
had  believed  that  that  property  should  be  marked  up  upon  our 
books,  especially  in  view  of  the  fact  that  I  had  heard  of  con- 
demnation proceedings  being  instituted  to  take  that  property  for 
public  purposes.  Now,  as  a  matter  of  fact,  when  the  appraisers, 
and  I  believe  they  were  the  same  appraisers  who  appraised  it  in 
1900,  looked  at  it  this  year,  notwithstanding  those  improvements 
and  these  changed  conditions,  they  took  off  $35,000  from  the  ap- 
praisal which  they  themselves  had  made  in  1900.  Under  the 
circumstances  I  felt  that  $250,000  for  this  property  was  not  an 
excessive  value.    That  property  has  since  been  sold. 

Q.  It  has  been  sold  since  the  appraisal?  A.  We  sold  this 
property 

Q  When  did  you  sell  it?  A.  We  sold  this  property  about 
two  or  three  months  ago.  I  think  the  title  passed  two  or  three 
months  ago. 

Q.  What  did  you  sell  it  for  ?  A.  We  received  for  this  property 
$225,000  net,  the  taxes  for  the  year,  although  the  time  had  gone 
by  at  which  the  purchaser  should  pay  the  taxes,  they  paid  the 
taxes,  they  paid  all  commissions  and  we  received  $225,000  net 
for  this  property. 

Q.  And  what  was  the  cost  to  the  company  of  the  property? 
A.  I  think  $186,000.    Am  I  correct  in  that? 

Q.  The  book  value  is  here  stated  at  $168,000.  A.  Well, 
$168,000.  It  is  less  than  I  thought.  I  might  add,  Mr.  Hughes, 
that  I  met  yesterday  a  member  of  the  firm  who  bought  this 
property  and  he  told  me  that  they  vajued  the  property  to-day  at 
considerably  more  than  $250,000.     If  I  erred  in  judgment  in 
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my  valuation  of  that,  I  erred  honestly,  for  I  believe  to-day  that 
property  is  well  worth  $250,000. 

Q.  The  statement  of  the  prior  appraisal  which  you  have 
made  calls  to  my  attention  this  statement  from  the  Depart- 
ment's report.  The  appraisers  say  "Seven  story  brick  and  stone 
building,  Nos.  149,  151  and  153  Leonard  Street,  appraised  in 
1900  at  $210,000.  At  that  time  the  company  valued  the  prop- 
erty at  $200,000.  In  the  present  schedule  of  December  31,  1904, 
the  company  values  this  property  at  $250,000.  After  an  in- 
spection of  the  premises  and  after  careful  consideration  we  are 
of  opinion  that  the  department's  value  of  1900  was  excessive. 
CX'.r  appraised  value  of  this  property  at  this  time  is  $175,000. 
Signed  A.  B.  Gardinier  and  W.  G.  Taggart.  Subscribed  under 
date  of  March  15,  1905."  Now  you  say  you  sold  that  property 
in  the  following  August  for  .$225,000?  A.  We  did,  practically 
for  $230,000,  for  all  the  taxes  for  the  year  and  all  the  commis- 
sions and  everything  were  paid  by  the  purchaser. 

Q.  Do  you  rent  your  offices?    A.  Yes,  sir. 

Q.  What  rental  do  you  pay?  A.  I  think  about  twelve  thou- 
sand dollars  a  year.  We  took  some  additional  rooms  near  us 
to  control  the  rooms  there  and  that  would  make  an  additional 
rental  of  about  three  thousand  dollars  a  year,  but  a  part  of  that 
was  sub-rented  yesterday. 

Q.  This  schedule  of  real  estate  owned  by  your  company  shows 
the  book  values  in  the  different  years  mentioned?  A.  Yes,  sir, 
I  believe  so. 

Q.  What  is  the  significance  of  the  red  Hnes  about  certain  of 
the  values  given?  A.  Tljat  those  properties  have  been  sold. 
Several  of  those  parcels  have  been  sold. 
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MR.  HUGHES:  I  ofifer  this  schedule  in  evidence. 
(Paper  marked  Exhibit  No.  886.) 

Q.  Have  any  other  of  the  appraisals  that  are  on  this  Sched- 
ule A,  from  the  Department's  files,  I  mean  Exhibit  No.  884, 
been  sold,  other  than  the  Leonard  Street  parcel  ?    A.  Yes,  sir. 

Q.  Which  ones?  A.  Nos.  31  and  33  West  Twenty-fourth 
Street  have  been  sold. 

Q.  For  what  price?  A.  For  seventy-five  thousand  dollars  net, 
at  our  valuation. 

Q.  That  was  the  amount  of  your  value?     A.  Yes. 

Q.  Was  the  cash  received  by  the  company?  A.  It  was,  yes, 
sir. 

Q.  Was  a  mortgage  taken?  A.  I  think  that  in  that  instance 
that  it  was  cash  received.    Was  there  a  mortgage,  Mr.  Willard? 

MR.  WILLARD:  No. 

THE  WITNESS:  It  was  cash. 

Q.  What  was  it  in  the  Leonard  Street  case?    A.  Cash,  sir. 
Q.  No  mortgage?     A.  Did  Mr.  Sargent  finally  take  a  mort- 
gage? 

MR.  WILLARD:  Yes. 

Q.  What  amount  of  mortgage?  A.  I  think  a  hundred  and 
fifty  thousand  dollars. 
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Q.  And  seventy-five  thousand  dollars  was  paid  in  cash?  A. 
Yes,  sir.  That  is  the  Sargent  Hardware  Company  that  pur- 
chased that  property. 

Q.  What  others' have  been  sold?  A.  138-142  East  Fortieth 
Street. 

Q.  What  was  the  price?  A.  The  price  was  a  hundred  and 
fifteen  thousand  dollars. 

Q.  The  same  as  your  appraised  value?  A.  The  same  as  our 
appraisal,  yes,  sir.  No.  239  East  One  Hundred  and  Eighteenth 
Street.  I  think  the  appraised  value  was  seventy-five  hundred 
dollars  and  we  sold  it  for  eight  thousand  dollars.  We  sold  that 
at  an  advance  over  the  appraisal.  I  overlooked  one  parcel  here. 
No.  858  De  Kalb  Avenue,  Brooklyn.  I  think  the  Department's 
appraisal  was  eight  thousand  dollars  and  our  appraisal  was 
eleven  thousand  dollars,  and  we  sold  the  property  for  eleven  thou- 
sand dollars. 

Q.  What  led  to  the  sales  in  1905?  A.  We  had  always  been 
anxious  to  dispose  of  our  real  estate  as  rapidly  as  we  could,  and 
in  1905  there  seemed  to  be  an  opportunity  to  dispose  of  these 
parcels,  and  we  were  very  glad  to  dispose  of  them. 

Q.  Were  any  officers  or  directors  of  the  company  interested 
in  these  purchases  ?    A.  Not  in  any  way  at  all. 

Q.  What  is  your  system  with  reference  to  applications  for 
loans  on  bond  and  mortgage — to  whom  are  they  presented  in  the 
first  instance?  A.  Those  are  presented  to  the  Secretary  in  the 
first  instance.  They  are  then  given  to  the  Finance  Committee, 
and  the  Finance  Committee  passes  upon  those  applications.  Mr. 
Clarence  H.  

Q.  What  is  that?     A.  The  applications   are  usually  handed 
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to  some  officer  of  the  company.  They  are  taken  by  the  Secre- 
tary to  the  Finance  Committee  and  are  passed  upon  by  the 
Finance  Committee. 

Q.  Do  they  come  through  any  particular  broker  ?  A.  No,  sir. 
Q.  Is  any  officer  or  director  of  the  company  in  receipt,  or  has 
he  been  in  receipt  of  any  commissions  in  connection  with  any 
loans  made  by  the  company?  A.  Never.  Most  of  our  mortgages 
are  purchased  from  the  Title  Guarantee  and  Trust  Company, 
and  many  of  them  are  guaranteed  as  to  principal  and  interest. 

Q.  Does  any  officer  or  director  of  the  company  receive  any 
commissions  on  any  insurance  written  by  the   company?     A. 
Written  in  the  company  ? 
Q.  Yes.    A.  No,  sir. 

Q.  Are  you  insured  in  the  United  States  Lifer  A.  I  am.  I 
have  the  Hmit  of  the  company — twenty-five  thousand  dollars. 

Q.  Have  you  received  any  commissions  on  that  insurance? 
A.  No,  sir,  I  paid  my  premiums  in  full  and  I  have  never  re- 
ceived any  renewal  commissions  on  my  policy. 

Q.  Do  you  know  of  any  case  of  any  officer  of  your  company 
who  has  received  commissions  in  connection  with  his  insurance  ? 
A.  I  do  not,  Mr.  Hughes,  though  it  rnay  have  been  done. 
Q.  You  don't  know  of  any  such  case  ?    A.  No,  sir. 
Q.  Have  you  received  commissions  on  any  poHcies  written  by 
any  other  companies  on  your  hfe?    A.  I  have,  sir. 

g.  From  what  company?  A.  From  the  Mutual  Life— is  the 
only  one,  I  think. 

Q.  When  was  that  taken  out?  A.  That  was  taken  out,  I 
think,  six  or  seven  years  ago. 
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Q.  Through  what  agent  ?  A.  Before  I  was  President  of  the 
company. 

Q.  Through  what  agent?  A.  It  was  taken  out  through  one 
of  our  managers,  Mr.  Cochrane. 

Q.  And  did  you  receive  the  commission?  A.  I  paid  what- 
ever difference  there  was  between  the  commission  and  the  face 
of  the  premium. 

Q.  That  is,  you  paid  Mr.  Cochrane  the  difference  between  the 
face  of  the  premium  and  whatever  his  commission  was  ?    A.  Yes. 

Q.  What  was  his  commission?  A.  I  don't  remember,  Mr. 
Hughes. 

O.  What  was  the  amount  of  the  pohcy?  A.  One  hundred 
thousand  dollars. 

Q.  Have  you  received  renewal  commissions?    A.  No,  sir. 

Q.  Have  you  received  any  credits  upon  your  subsequent 
premiums  ?    A.  No,  sir. 

Q.   You  paid  your  subsequent  premiums  in  full?    A.  In  full. 

O.  Is  there  any  other  case  in  which  you  received  any  com- 
missions on  the  insurance  written  on  your  life  in  any  company 
or  by  any  agent  ?  A.  I  do  not  recollect  any.  I  have  some  very  old 
policies,  and  do  not  recall  any. 

O.  I  notice  from  the  gain  and  loss  exhibit  of  your  company 
that  your  insurance  expenses  last  year  exceeded  your  loading 
considerably,  the  percentage  or  ratio  being  118.04  per  cent. 
Have  you  made  any  calculation  as  to  what  your  experience  will 
be  this  year  with  regard  to  the  ratio  of  expense  to  loading  after 
the  reductions  in  expense,  to  which  you  have  referred?  A.  I 
could  not  give  you  that,  Mr.  Hughes.    If  that  has  been  made  it 
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has  not  been  brought  to  my  notice  yet.  We  expect  that  it  will 
be  very  much  less  than  last  year. 

Q.  I  call  your  attention  to  the  holdings  of  five  hundred  shares 
of  the  United  States  Steel,  preferred,  bought  July  loth,  1901, 
and  five  hundred  shares  of  United  States  Steel,  preferred,  bought 
August  i6th,  1901.  Do  you  recall  those  transactions?  A.  That 
was  before^I  was  President,  Mr.  Hughes. 

p.  In  your  list  of  purchases  and  sales,  marked  Exhibit  No. 
872,  for  identification,  you  will  note  under  date  of  July  loth  the 
purchase  of  five  hundred  shares  of  Steel,  preferred?    A.  Yes,  sir. 

O.  A  hundred  at  95f  and  four  hundred  at  95J.  Then  under 
date  of  August  i6th,  1902,  five  hundred  shares  United  States 
Steel  Corporation,  preferred,  at  90^.  Do  you  recall  the  sale  of 
those  six  hundred  shares?  A.  Yes,  sir,  I  know  that  they  were 
sold;  I  don't  know  the  date,  Mr.  Hughes. 

Q.  It  appears  that  the  first  lot  were  sold  on  December  28th, 
1903,  at  56?    A.  Yes. 

Q.  To  C.  L.  Jacobus?    A.  Yes,  sir. 

Q.  And  the  second  lot  on  December  30th,  1903,  at  56J  flat? 
A.  Yes. 

Q.  To  C.  L.  Jacobus?    A.  Yes,  sir. 

Q.  It  seems  that  a  few  days  later,  in  1904,  some  $80,000  of 
United  States  Steel  Corporation  Sinking  Fund  gold  bonds  were 
purchased  from  C.  L.  Jacobus — were  those  bonds  into  which  the 
preferred  stock  was  convertible?     A.  No,  sir. 

Q.  They  were  not?    A.  No,  sir. 

Q.  Was  there  any  connection  between  those  transactions  ?  A. 
I  think  that  the  Steel  stock  was  convertible  into  bonds,  but  we 
did  not  get  our  bonds  in  that  way. 
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Q.  No.  I  understand  that.  A.  We  sold  our  stock  and  bought 
our  bonds. 

Q.  1  did  not  intend  to  ask  you  whether  you  converted  them. 
1  wanted  to  know  whether  the  bonds  you  bought  on  January 
1 2th  and  13th,  1904,  were  bonds  of  the  series  into  which  the  pre- 
ferred stock  were  convertible?  A.  That  I  could  not  say,  Mr. 
Hughes.  They  may  have  been,  they  may  not  have  b#en;  I  don't 
know  how  that  was. 

Q.  Well,  do  you  know  whether  Mr.  Jacobus  took  the  pre- 
ferred stock  you  sold  him  at  56  and  converted  it  into  bonds  and 
you  bought  back  the  bonds  a  few  days  later  at  71?  A.  There  is 
no  connection  between  the  sale  of  the  stock  and  the  purchase  of 
the  bonds  in  any  way. 

Q.  In  other  words,  you  made  an  out  and  out  sale  and  then 
you  made  an  out  and  out  purchase?    A.  Yes. 

Q.  And  do  you  know  whether  the  fact  is  or  is  not  that  Mr. 
Jacobus  took  the  preferred  stock  and  converted  it  into  bonds 
and  then  sold  the  bonds  to  you — is  that  so?  A.  I  don't  think 
that  is  so. 

0.  Why  didn't  you  convert  the  stock  into  bonds?  A.  It  was 
not  thought  best  by  our  Finance  Committee  to  do  that.  Mr. 
George  G.  Williams,  the  Secretary,  reminds,  me  that  at  that  time 
the  transfer  could  not  have  been  made.  I  do  not  think  it  could 
be  made  at  the  time,  but  whether  it  could  have  been  or  not  it 
was  an  out  and  out 

O.  Why  not?  A.  I  don't  know,  Mr.  Hughes,  whether  the 
time  had  elapsed  in  which  that  could  have  been  done  or  not.  Our 
sale  to  Mr.  Jacobus  was  a  bona  fide  sale;  we  received  our 
mijney  for  the  stock,  and   later   on  our  Finance   Committee 
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thought  it  wiser  to  invest  in  those  bonds  and  those  bonds  were 
bought.    There  is  no  connection  with  the  stocl<  in  any  way. 

Q.  Can  your  secretary  or  anyone  who  is  here  inform  us 
whether  or  not  those  bonds  were  the  bonds  of  the  series  into 
which  your  stock  holdings  were  convertible?  A.  Can  you,  Mr. 
Wheelwright?    We  can  ascertain  that. 

THE  SECRETARY:  I  can  ascertain.    I  don't  know  that. 

Q.  That  is  the  first  question  I  should  like  to  have  answered, 
and  if  they  were,  I  would  like  to  know  why  your  finance  com- 
mittee, if  it  was  willing  to  buy  those  bonds  in  January,  did  not 
convert  the  bonds  themselves  instead  of  selling  them  at  56  in 
December.  Of  course,  if  they  are  not  the  same  series  of  bonds, 
the  inquiry  is  not  of  any  importance.  A.  It  may  be  of  import- 
ance if  it  is,  because  I  know  that  that  transaction — I  know  that 
the  sale  of  the  stock  had  nothing  to  do  with  the  purchase  of  the 
bonds;  they  were  not  connected  in  any  way.  The  same  broker 
sold  the  stock,  and  bought  the  bonds  later. 

Q.  Assuming  that  to  be  so,  what  led  your  committee  to  dis- 
pose of  stock  which  was  convertible  into  bonds  if  it  contemplat- 
ed or  supposed  that  the  bonds  themselves  would  be  a  satisfac- 
tory purchase?  A.  I  think  at  that  time  that  the  arrangements 
for  converting  the  stock  into  bonds  had  not  gone  into  effect, 
but  I  am  not  sure. 

Q.  Well,  apparently  there  is  only  a  difference  of  two  weeks 
between  the  time  of  the  sale  and  the  time  of  the  bonds.  You 
might  look  up  the  transaction  and  give  us  such  information  as 
you  can  ?    A.  We  will  look  it  up  for  you. 

Q.  Are  you  conversant  with  the  methods  by  which  annual  and 
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deferred  dividends  are  calculated  by  your  company?    A.  I  am 

not  sufficiently  familiar  with  that 

Q.  Is  your  actuary  here?  A.  Has  Mr.  Standen  reached  the 
office  yet? 

THE  SECRETARY:  He  has  not. 

Q.  Is  there  anyone  who  is  able  to  give  testimony  in  amplifica- 
tion of  the  statement  furnished  us  as  to  the  manner  in  which 
you  calculate  dividends?  A.  We  expected  Mr.  Standen,  our 
actuary,  here  this  morning.  He  is  on  his  way  from  Colorado 
to  be  here  this  morning,  and  I  suppose  he  will  be  here  during 
the  day,  and  as  soon  as  he  reaches  here  he  will  be  very  glad  to 
take  that  up  with  you. 

MR.  HUGHES:  I  will  read  in  evidence  the  statement  fur- 
nished the  committee  as  to  the  methods  of  the  United  States 
Life  Insurance  Company  in  calculating  dividends. 

"The  method  employed  has  been  that  our  actuary,  having  in 
view  the  amount  of  surplus  actually  on  hand,  has,  after  consul- 
tation with  the  other  officers,  recommended  to  the  directors  of 
the  company  what  amount  in  his  judgment  it  is  safe  for  the  com- 
pany to  distribute  among  its  participating  policyholders.  This 
amount  is  distributed  as  follows: 

"The  dividends  to  our  annual  and  quinquennial  dividend  pol- 
icyholders are  distributed  on  a  percentage  basis;  that  is  to  say, 
we  return  to  such  policyholders  a  certain  percentage  of  the  total 
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premium  or  premiums  paid  by  them.  We  may  add  that  for 
many  years  past  the  dividends  on  our  ordinary  participating 
policies  have  been  declared  quinquennially.  A  year  ago  we 
commenced  issuing  annual  dividend  policies.  The  balance  of 
the  divisible  surplus  is  distributed  among  our  deferred  dividend 
policyholders  in  the  following  manner: 

"We  take  the  estimates  made  at  the  time  these  policies  were 
issued,  which  estimate  was  based  upon  the  most  careful  calcu- 
lation as  to  probable  future  earnings,  mortality,  etc.,  and  we 
distributed  among  the  deferred  dividend  policyholders  whose 
policies  are  maturing  such  portion  of  the  estimate  as  we  can  af- 
ford to  do  with  the  money  available  for  distribution. 

"This,  it  seems  to  us,  is  an  absolutely  equitable  way  of  divid- 
ing the  surplus,  which  we  feel  it  is  safe  to  distribute,  and  we  be- 
lieve, as  a  practical  matter,  that  this  method  has  resulted  as  equit- 
ably and  fairly  as  the  system  of  any  other  company." 

Q.  Is  that  all  you  are  able  to  say  upon  that  point?  A.  I  think 
that  is  all. 

Q.  Is  there  anyone  connected  with  your  company  in  the  ab- 
sence of  the  actuary  who  can  give  more  particulars?  A.  Not 
satisfactorily,  I  think,  Mr.  Hughes. 

MILES  M.  DAWSON,  resumed. 

BY  MR.  HUGHES: 
•Q.  Have  you  made  a  statement  of  the  estimated  and  actual 

6155 


Testimony  of  John  P.  Miinn 

deferred  dividends  of  the  United  States  Life  Insurance  Com- 
pany showing  a  comparison  between  the  actual  results  and  the 
estimated  results  in  connection  with  deferred  dividend  policies? 
A.  I  have,  from  books  furnished  the  Committee  by  the  company 
— books  and  papers. 

MR.  HUGHES :  I  offer  the  statement  in  evidence. 

Statement  marked  Exhibit  887  and  read  in  evidence  by  Mr. 
Hughes. 

J.  P.  MUNN,  resumed: 

BY  MR.  HUGHES: 

Q.  What  means  have  you  taken  to  prevent  the  use  of  esti- 
mates which  would  be  in  excess  of  the  actual  results  upon  the 
distribution  of  dividends?  A.  We  have  torn  them  up  and  issued 
none  in  place  of  them.    We  are  not  giving  estimates. 

Q.  When  did  you  stop  giving  estimates?  A.  Early  in  this 
year. 

Q.  What  estimates  had  you  used  prior  to  1905  ?  A.  The  esti- 
mates that  had  been  given  by  the  actuary. 

O.  Were  you  still  using  down  to  1905  the  estimates  of  1902? 
A.  Were  we,  Mr.  Secretary? 

THE  SECRETARY:  There  was  no  change. 

Q.  How  will  you  explain  the  fact  that  you  were  using  from 

6156 


Testimony  of  John  P.  Munn 

1902  to  1904  estimates  of  1902  when  the  results  of  1902  and  1901 
showed  such  a  large  difference  between  the  results  and  the  esti- 
mates ?  A.  I  think  that  cannot  be  explained,  Mr.  Hughes.  As 
soon  as  this  was  brought  to  my  notice  I  abandoned  and  gave  up 
the  estimates  entirely. 

Q.  What  do  you  furnish  your  agents  at  the  present  time,  if 
anything?    A.  To  take  the  place  of  estimates? 

Q.  Yes.  A.  The  only  thing  we  furnish  them  is  actual  results 
in  some  case. 

Q.  Do  you  call  attention  to  the  possibility  that  the  actual  re- 
sults in  future  years  may  not  be  as  large  as  those  that  are  at- 
tained this  year,  for  example?    A.  We  do. 

Q.  How  do  you  do  that?  A.  I  say  we  do — we  ask  our  agents 
to  explain  honestly  and  fully  the  conditions  so  that  intending 
policy  purchasers  may  know. 

Q.  What  do  you  do  in  your  circulars  in  regard  to  the  display 
of  actual  results  of  former  policies  or  estimated  results?  A. 
Have  we  any  circulars  of  that  kind,  Mr.  Secretary? 

THE  SECRETARY:  No,  we  have  no  circulars.  We  have  a 
little  book  of  actual  results. 

THE  WITNESS :  Perhaps  you  have  one  there. 

Q.  Have  you  the  book  here  which  is  now  in  use  by  your  com- 
pany showing  actual  results  or  estimates?  A.  July,  1902 — that 
is  not  in  use.  Now,  what  is  the  date  of  our  last  book,  Mr.  Sec- 
retary? 
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Q.  What  was  the  book  that  was  previously  in  use  ?  A.  I  think 
you  will  have  to  ask  the  secretary.  That  (indicating)  is  1902. 
That  is  the  correct  one,  is  it,  Mr.  Secretary? 

THE  SECRETARY:  1902. 

(Book  marked  Exhibit  889  for  identification.) 

MR.  HUGHES:  I  omitted  to  read  upon  the  record  a  further 
report  of  the  Department  of  Insurance  under  date  of  May  sth, 
1905,  as  follows: 

Report  marked  Exhibit  890  and  read  in  evidence  by  Mr. 
Hughes. 

Q.  What  do  you  figure  the  present  surplus  of  the  company 
to  be  after  the  sale  of  the  real  estate  that  you  have  mentioned? 
A.  I  could  not  tell  you  that,  Mr.  Hughes.  We  can  give  you 
that  to-morrow  night. 

Q.  We  would  a  good  deal  rather  have  it  to-day.  A.  I  wish 
I  could  give  it  to  you  to-day,  but  we  will  not  be  able  to  strike 
our  balances.  It  is  our  custom  the  31st  of  December  to  give 
a  balance. 

Q.  Can  you  give  us  an  approximate  statement  without  giv- 
ing us  the  exact  figures?    A.  No,  I  cannot. 

Q.  Will  it  be  more  or  less  than  this  amount  of  four  hundred 
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and  forty-four  thousand  dollars?    A.  We  expect  that  it  will 
be  considerably  more,  Mr.  Hughes. 

Q.  It  appears  that  a  hundred  thousand  dollars  of  the  Chi- 
cago &  Alton  Railway  Bonds  were  carried  for  sometime  by  the 
Importers  &  Traders  Bank.  What  was  the  reason  for  that? 
A.  They  were  carried  by  the  bank  simply  as  collateral  for  a 
loan. 

Q.  For  a  loan  to  whom?  A.  Loan  to  the  insurance  com- 
panies. 

Q.  Why  should  the  insurance  company  have  procured  a 
loan? 

MR.  WHEELWRIGHT:  Can  I  answer  that? 

MR.  HUGHES:  Certainly,  take  the  stand,  Mr.  Wheel- 
wright. 

ALFRED  WHEELWRIGHT,  called  as  a  witness,  being 
duly  sworn,  testified  as  follows : 

BY  MR.  HUGHES: 

Q.  You  are  Secretary  of  the  United  States  Life  Insurance 
Company?    A.  Yes,  sir. 

Q.  It  appears  that  there  were  carried  for  the  account  and 
risk  of  the  United  States  Life  Insurance  Company,  one  hundred 
thousand  dollars  Chicago  &  Alton  Bonds — what  was  the  occa- 
sion for  that?    A.  Well,  as  you  observed  the  other  day,  we 
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keep  our  bank  account  rather  close — closely  invested,  and  at 
times  we  want  to  make  an  investment — we  may  want  a  tem- 
porary loan  of  a  day  or  two  days,  and  so  onr— — 

Q.  Apparently  they  were  not  hypothecated  with  the  bank? 
A.  No,  they  were  left  for  safekeeping  and  at  our  risk,  and' 
when  we  wanted  to  make  a  loan  we  would  send  a  note  and 
then  they  would  become  collateral. 

Q.  And  then  when  the  note  was  paid  they  would  be  free? 
A.  Be  free  again ;  they  held  them,  that  is  all. 

Q.  This  letter  that  I  hold  in  my  hand  addressed  by  the  As- 
sistant Cashier  to  you  under  date  of  February  9th,  1905,  states 
that  on  December  31st,  1904,  we  hold  for  account  and  risk  oi 
the  United  States  Life  Insurance  Company,  not  hypothecated 
with  us,  one  hundred  thousand  dollars  Chicago  &  Alton  three 
per  cent,  refunding  bonds,  as  per  our  receipt  to  said  insurance 
company,  dated  December  4th,  1903.     A.  Yes. 

Q.  Did  you  have  any  loan  with  the  bank  at  that  time  ?  A.  No,, 
not  at  that  time. 

Q.  So  you  keep  the  bonds  with  the  bank  ready  to  serve  as- 
collateral  in  case  you  required  a  loan  at  any  time?  A.  That 
is  it.  We  have  some  other  bonds  with  them  now  in  the  same- 
position. 

Q.  What  did  you  pay  in  interest  upon  such  loans  ?  A.  Well,, 
it  varied  according  to  the  market. 

Q.  Did  the  bank  pay  you  any  interest  upon  the  deposits?' 
A.  Two  per  cent. 

Q.  Always  remained  the  same?  A.  Always  remained  the 
same. 
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Q.  Mr.  Wheelwright,  you  never  had  a  loan  on  these  bonds 
at  the  end  of  the  year?    A.  No,  sir. 

Q.  You  always  took  up  the  loans  so  tha:t  you  could  carry 
them  free  at  the  end  of  the  year?     A.  Always. 

Q.  And  you  did  carry  those  securities  as  part  of  your  as- 
sets in  your  statement,  as  property  belonging  to  the  insurance 
•company  unpledged?     A.  Always. 

HENRY  B.  STOKES,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows : 

BY  MR.  HUGHES: 

Q.  Mr.  Stokes,  you  are  President  of  the  Manhattan  Life  In- 
surance Company?     A.  I  am. 

Q.  Is  that  company  organized  under  the  laws  of  the  State 
of  New  York?    A.  Yes. 

Q.  Have  you  a  copy  of  its  charter?  A.  Yes,  sir  (producing 
paper). 

(Paper  marked  Exhibit  No.  891,  for  identification.) 

MR.  HUGHES :  It  appears  that  the  Manhattan  Life  Insur- 
ance Company  was  organized  under  the  Act  of  the  Legislature 
of  the  State  of  New  York,  passed  April  loth,  1849,  entitled 
"An  Act  to  provide  for  the  Incorporation  of  Insurance  Com- 
panies."    I  will  read  the  following  provisions  of  the  Charter : 

•'"Section  3.  There  shall  be  a  guarantee  capital  of  at  least 
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one  hundred  thousand  dollars  to  be  divided  into  shares  of  fifty- 
dollars  each,  which  shall  be  personal  property  transferable  on 
the  books  of  the  company  in  conformity  with  its  by-laws. 

Section  9.  Every  shareholder  shall  be  entitled  to  one  vote 
for  directors  for  each  and  every  share  of  the  guarantee  capital 
standing  in  his  name  on  the  books  of  the  company ;  and  any 
person  insured  for  life  paying  a  premium  of  at  least  seventy- 
five  dollars  per  annum  or  entitled  to  an  annuity  of  not  less 
than  seventy-five  dollars  per  annum,  shall  be  in  like  manner 
entitled  to  one  vote,  and  it  shall  be  lawful  for  any  member  of 
the  company  possessing  the  right  to  vote,  to  do  so  by  proxy, 
duly  authorized  in  writing. 

Section  15.  The  capital  of  the  company  may  be  increased 
indefinitely  by  the  accumulation  of  profit,  except  as  hereinafter 
provided.  The  accumulated  capital  shall  be  represented  scrip, 
which  shall  be  issued  from  time  to  time  to  policyholders. 

Section  16.  The  holders  of  the  guarantee  capital  shall  be  en- 
titled to  an  annual  interest  not  exceeding  seven  per  cent,  there- 
on. The  first  payment  of  such  interest  to  be  made  at  the  ex- 
piration of  one  year  from  the  date  of  the  issue  of  the  first  policy 
by  the  company.  The  holders  of  scrip  shall  be  entitled  to  an 
annual  interest  not  exceeding  six  per  cent,  thereon,  provided 
there  shall  remain  of  the  receipts  of  the  company  sufficient  for 
that  purpose,  after  payment  of  the  current  expenses  and  losses 
of  the  company,  and  an  adequate  provision  for  outstanding 
policies.  In  case  there  shall  not  remain  of  the  receipts  of  the 
company  for  any  year  after  paying  the  losses  and  expenses  of 
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that  year  and  providing  for  outstanding  policies  sufficient  to 
pay  the  interest  provided  for  in  this  section,  the  interest  on 
the  guarantee  capital  shall  be  paid  first  and  the  balance,  if  any 
there  be,  be  divided  pro  rata  among  the  holders  of  the  scrip. 

Section  17.  After  the  current  expenses,  losses  and  interest 
provided  for  in  the  preceding  section  are  ascertained  for  each 
year  and  paid,  and  an  adequate  provision  for  outstanding  poli- 
cies paid,  one-eighth  of  the  profit  shall  be  paid  to  the  holders 
of  the  guarantee  capital.  The  remaining  seven-eighths  shall 
be  issued  in  scrip  once  every  three  years  to  the  holder  of  a  pol- 
icy which  shall  have  been  in  existence  for  one  year  previous 
to  that  issue,  and  which  policy  shall  be  unexpired.  In  case  of 
the  death  of  an  insured  party  the  scrip  for  his  proportion  of 
the  profits  of  said  company  which  may  have  accrued  previous 
to  his  decease  and  since  the  last  issue  of  scrip,  shall  at  the  next 
succeeding  time  of  issuing  scrip  be  issued  to  his  legal  representa- 
tives or  assigns.  The  first  issue  of  scrip  may  be  made  on  the  ist 
day  of  January,  1854,  or  within  thirty  days  thereafter,  and  the 
second  and  all  subsequent  issues  of  scrip  shall  be  made  in  three 
years  from  the  first  day  of  January  in  the  last  preceding  year  in 
which  scrip  was  or  would  have  been  issued,  if  the  profits  of  the 
company  had  allowed  such  issue,  or  within  thirty  days  thereafter ; 
but  in  making  such  issue  of  scrip  no  fractions  of  a  year  shall  be 
allowed.  After  such  profits  shall  amount  to  five  hundred  thou- 
sand dollars  the  directors  may  in  their  discretion  apply  the 
further  profits  to  the  payment  of  the  scrip  issued  for  profit,  and 
new  scrip  shall  be  issued  for  the  profits  of  each  year. 

Section  18.  The  scrip  shall  be  exhausted  in  the  payment  of 
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the  liabilities  of  the  company  before  the  guarantee  capital 
shall  be  impaired,  and  all  scrip  for  profit  shall  contain  a  pro- 
vision to  this  effect:  In  case  the  losses  of  any  one  year  shall 
exceed  the  profits  of  that  year,  the  excess  shall  be  assessed  on 
all  outstanding  scrip,  and  shall  be  charged  to  the  holders  there- 
of respectively.  Interest  thereafter  shall  be  payable  at  a  rate 
not  exceeding  6  per  cent,  per  annum  upon  the  amount  of  the 
scrip  as  reduced  by  such  assessment  (except  as  herein  other- 
wise provided)  until  such  amounts  shall  be  further  reduced  by 
losses  or  until  such  scrip  shall  be  redeemed  by  profits." 

Q.  Has  that  charter  been  amended?     A.  I  don't  think  so. 

Q.  What  is  the  present  outstanding  capital  of  the  company? 
A.  $100,000. 

Q.  And  what  amount  has  been  paid  in  dividends  upon  that 
stock — I  mean  at  what  rate  have  the  dividends  been  declared? 
A.  You  mean  the  last  dividend? 

Q.  Yes.  A.  9  per  cent,  dividend,  and  seven  per  cent  inter- 
est— sixteen  per  cent,  in  all. 

O.  For  how  long  a  time  has  seven  per  cent,  interest  and  9 
per  cent,  dividend  been  paid  upon  the  stock?  A.  I  don't  think 
I  can  give  you  the  number  of  years ;  quite  a  number  of  years. 

Q.  Approximately?  A.  Well,  I  should  say  ten  years,  pos- 
sibly one  year  an  extra  two  per  cent.,  as  near  as  I  can  re- 
call it. 

Q.  What  was  paid  on  the  stock  prior  to  that  time?  A.  I  do 
not  recall  any  change  in  the  dividends  for  any  years. 

Q.  The  amount  last  year  was  $16,000;  that  included  seven 
per  cent,  and  the  nine  per  cent,  dividend?    A.  Yes,  sir. 
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Q.  Have  any  other  distributions  been  made  to  stockholders 
at  any  time  other  than  by  the  payment  of  interest  and  divi- 
dends?    A.  No,  sir. 

Q.  Is  this  a  copy  of  the  by-laws  of  your  company  (showing- 
witness  book)  ?     A.  I  believe  it  is. 

Q.  Received  from  your  company?     A.  Yes. 

(By-laws  marked  Exhibit  892  for  identification). 

Q.  Have  you  at  present  a  board  of  36  directors?  A.  We 
have. 

Q.  And  .your  standing  committees  appear  to  be  a  finance 
committee,  a  committee  on  claims,  committtee  on  agencies  and 
insurance,  and  committee  of  audit?  A.  Yes,  sir.  I  want  ta 
correct  my  statement.  I  think  there  is  one  death  in  the  board 
of  directors.     I  do  not  think  we  have  a  full  board. 

Q.  Who  are  the  members  of  your  finance  committee?  A. 
Mr.  Benjamin  Giffen,  E.  V.  Z.  Lane,  N.  S.  Palmer,  Andrew 
Mills. 

Q.  What  in  practice  is  done  by  the  finance  committee?  A. 
Well,  they  have  entire  charge  of  the  finances  of  the  company, 
investments,  sales. 

Q.  It  is  in  effect  the  executive  committee  of  the  company? 
A.  It  is,  sir. 

Q.  Are  any  purchases  or  sa'es  of  securities  made  without 
the  authorization  of  the  finance  committee?     A.  No,  sir. 

Q.  Are  moneys  outside  of  the  moneys  expended  in  the  regu- 
lar routine  of  business  expended  by  you  as  President  without 
the  authorization  of  the  finance  committee?    A.  Some. 
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Q.  In  what  cases  or  class  of  cases?  A.  Well,  minor  bills  of 
the  company. 

O.  Are  those  reported  to  the  finance  committee?    A.  Yes. 

Q.  To  what  extent  are  you  as  President  able  to  deal  with  the 
funds  of  the  company  without  the  authority  or  approval  of  the 
finance  committee?  A.  Well,  any  sum  that  involves  a  large 
sum  it  would  be  either  the  finance  committee  or  some  other 
committee  having  the  matter  in  hand. 

Q.  When  you  say  a  large  sum,  what  limits  have  you  in  mind? 
A.  Well,  I  should  think  anything  over  five  thousand  dollars  or 
thereabouts  I  should  have  authority  for  expending. 

O.  Anything  under  that,  you  mean  ?  A.  I  should  spend  with- 
out authority  anything  under  five  thousand  dollars. 

Q.  What  class  of  payments  do  you  make  without  bringing 
them  before  the  finance  committee?  A.  You  mean  regarding 
the  conduct  of  the  business? 

Q.  Yes.  What  sort  of  payments  are  they?  A.  Advertising, 
legal  expenses,  commissions. 

Q.  Are  not  commissions  to  agents  paid  in  regular  routine? 
A.  They  are  paid  without  the  knowledge  of  the  finance  com- 
mittee. 

Q.  I  was  excluding  the  routine  payments  such  as  payments 
of  losses  and  payments  of  regular  salaries  and  payments  of 
commissions,  matters  which  I  suppose  would  be  covered  by 
contracts  or  disposed  of  in  accordance  with  the  ordinary  course 
of  business — payments  outside  of  those  would  be  how  far  de- 
pendent upon  executive  orders?  A.  I  do  not  just  know  what 
payments  you  have  in  mind. 
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Q.  Well,  do  you  make  any  payments  in  connection  with  mat- 
ters pertaining  to  legislatioTi?    A.  No,  sir. 

Q.  Have  you  ever  done  so?    A.  Never. 

Q.  Have  you  ever  retained  Mr.  Hamilton?  A.  No,  sir;  I 
don't  know  him. 

Q.  Have  you  ever  retained  Mr.  Fields?  A.  I  don't  know 
him,  no,  sir. 

Q.  Or  Mr.  Buckley?     A.  Don't  know  either  of  them. 

Q.  Have  you  ever  made  any  contribution  for  political  pur- 
poses?    A..  I  have  not. 

Q.  Either  National,  State  or  local  campaigns?    A.  No,  sir. 

Q.  What  amount  did  your  company  expend  for  legal  ex- 
penses last  year?  A.  I  shall  have  to  refer  to  the  annual  state- 
ment. 

Q.  I  think  you  furnished  the  statement.  I  will  look  it  up. 
Is  that  a  complete  statement  of  all  the  payments  made  by  your 
company  in  the  last  ten  years  for  legal  expenses  (showing 
witness  paper)  ?    A.  I  believe  it  to  be,  sir. 

Q.  Does  this  include  all  payments  charged  to  legal  expense 
account?    A.  I  believe  it  does,  sir. 

Q.  Do  you  carry  to  any  other  account  than  legal  expense 
account  any  payments  made  to  lawyers?    A.  We  do  not,  sir. 

(Paper  marked  Exhibit  893  for  identification.) 

MR.  HUGHES :  I  will  read  the  totals. 

189s  Legal  Expenses $i3>7i4-00 

1896      "  "        22,885.40 
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1897  Legal  Expenses 2i,8S4-02 


1898 
1899 
1900 
1901 
1902 
1903 
1904 


14,49375 
13,220.00 
16,803.80 
25,223.92 
18,648.51 
21,213.38 
24,077.60 


Q.  Do  those  payments  include  the  payments  to  your  general 
counsel  ?     A.  They  do,  sir. 

Q.  Has  your  company  any  accounts,  to  the  benefit  of  which 
it  is  entitled,  kept  in  the  name  of  any  officer  or  employe?  A.  It 
has  not.  . 

Q.  Has  your  company  been  a  participant  in  any  syndicate 
transaction?     A.  Never. 

Q.  Has  any  of  its  officers  been  interested  in  syndicate  trans- 
actions?   A.  Never. 

Q.  Where  any  bonds  had  been  purchased  by  the  company? 
A.  No,  sir. 

Q.  In  no  way?    A.  In  no  way. 

Q.  Are  you  insured  in  your  company?    A.  A  small  amount. 

Q.  To  what  amount?    A.  $7,500. 

Q.  Have  you  received  any  commissions  or  any  amount  in 
reduction  of  premiums?     A.  No,  sir. 

Q.  Has  any  credit  been  made  to  you  at  any  time  against 
either  the  original  or  renewal  premiums?     A.  Never. 

Q.  Are  you  insured  in  any  company  aside  from  the  Man- 
hattan?    A.  One  other  company. 

Q.  Have  you  received  any  commissions  or  been  allowed  any 
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credit  against  your  premiums  on  any  insurance  anywhere  else? 
A.  I  have  a  little  on  an  accident  policy. 

Q.  Not  on  any'  life  policy?    A.  No,  sir. 

Q.  Do  you  know  any  case  where  any  officer  of  your  com- 
pany has  received  any  credit  or  allowance  against  his  premium 
or  any  commission  in  connection  with  his  insurance?     A.  In 

(Our  company? 

Q.  Yes,  sir.     A.  No,  sir. 

BY  THE  CHAIRMAN: 

Q.  Do  you  know  where  that  occurred  with  relation  to  any 
-other  company?  A.  I  could  not  answer  that,  but  I  don't 
Ihink  so. 

Q.  I  asked  if  you  knew?     A.  I  do  not. 

BY  MR.  HUGHES : 

Q.  Is  this  a  correct  statement  of  the  salaries  paid  by  your 
company  to  its  executive  officers  during  the  last  ten  years? 
A.  Yes,  sir. 

MR.  HUGHES:  I  offer  it  in  evidence. 

Paper  marked  Exhibit  894  and  read  by  Mr.  Hughes. 

Q.  In  what  manner  were  these  additional  payments  calcu- 
lated?   A.  That  was  after  the  result  of  the  year  had  been  as- 
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certained,  about  3I  per  cent  was  divided  between  the  officers  of  the 
company. 

Q.  About  3%  per  cent,  of  what?    A.  Of  the  profits. 

Q.  Of  the  gains  for  the  year?  A.  Of  the  net  profits  accord- 
ing to  the  actuarial  statement. 

Q.  Had  that  been  the  practice  prior  to  1898.  There  was  a 
lapse  of  a  number  of  years,  there  was  a  lapse  of  a  few  years, 
and  prior  to  that  it  was  for  many  years  the  same. 

Q.  Has  any  officer  of  your  company  ever  received  any  com- 
missions upon  any  business  of  the  company?  A.  No,  not  to 
my  knowledge. 

Q.  Has  any  officer  of  your  company  or  any  member  of  the 
finance  committee  ever  been  interested  in  any  securities  bought 
or  sold  by  the  company?     A.  No,  sir. 

Q.  Or  received  any  commissions  on  any  sales  or  purchases 
of  securities?    A.  No,  sir. 

Q.  Or  upon  any  loans  made  by  the  company?  A.  Well,  one 
member  of  the  finance  committee  is  interested  in  real  estate 
and  some  loans  have  been  made  through  his  firm. 

Q.  Who  is  he?    A.  Mr.  E.  A.  Walton. 

Q.  What  is  his  firm?    A.  McLaughlin  &  Company. 

Q.  They  are  real  estate  brokers?    A.  Yes,  sir. 

Q.  To  what  extent  are  loans  placed  through  that  firm?  A. 
Very  few. 

Q.  Have  we  a  statement  of  your  real  estate  loans  which 
will  show  the  amount  placed  through  that  firm?  A.  I  don't 
think  you  have.     I  don't  know ;  I  don't  think  you  asked  for  it. 

Q.  Can  you  give  me  approximately  the  amount  of  money 
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which  you  loaned  on  real  estate  last  year?    A.  During  the 
year  1904? 

Q.  Yes.     A.  About  a  million  dollars,  I  should  think. 

Q.  How  many  of  those  loans  or  to  what  amount  were  the 
loans  placed  through  this  firm?  A.  Well,  I  should  not  think 
more  than  $100,000. 

Q.  What  commissions  are  paid,  is  there  a  regular  rate?  A. 
I  don't  know. 

Q.  Who  fixes  the  commissions  paid?     A.  I  don't  know. 

Q.  Does  not  that  come  under  your  supervision?  A.  We  do 
not  pay  any  commissions  for  loans. 

Q.  The  commissions  are  entirely  paid  by  those  who  obtain 
the  loans?     A.  Those  who  borrow  the  money. 

Q.  And  the  applications  come  through  this  firm  to  which 
you  have  referred?     A.  Yes. 

Q.  And  your  answer  was  intended  to  cover  the  case  of  a 
commission  paid  on  such  applications?     A.  Yes,  sir. 

Q.  Now,  in  connection  with  real  estate  purchases  or  sales, 
have  any  commissions  been  paid?     A.  No,  sir. 

Q.  To  or  received  by  any  officer  or  director  of  your  com- 
pany?   A.  No,  sir. 

Q.  Is  Mr.  Walton  now  a  member  of  your  finance  committee? 
A.  No,  sir. 

Q.  When  did  he  cease  to  be  a  member  of  your  committee? 
A.  I  should  think  about  thirty  days. 

Q.  Thirty  days  ago?    A.  Yes — sixty  days. 

Q.  How  long  had  he  been  a  member  of  your  finance  com- 
mittee prior  to  that  time?     A.  Probably  five  years. 

Q.  Is  he  a  director?    A.  He  is. 


6171 


Testimony  of  Henry  B.  Stokes 

Q.  Is  he  an  officer?     A.  He  is  not. 

Q.  Have  you  any  relatives  in  the  employment  of  the  com- 
pany?    A.  I  have  not. 

Q.  Or  on  the  agency  staff?     A.  Nor  on  the  agency  staff. 

Q.  Are  there  any  relatives  of  any  of  the  officers  or  directors 
•employed  by  the  company?     A.  There  are  none. 

Q.  Or  on  the  agency  staff?     A.  There  are  none. 

Q.  Has  the  company  made  any  loans  to  any  of  its  officers? 
A.  Never. 

Q.  Or  directors?     A.  Yes. 

Q.  What  directors?  A.  Any  director  that  wanted  to  bor- 
row. 

Q.  Have  you  a  list  here  of  your  collateral  loans?  A.  Yes, 
sir. 

Q.  Is  this  a  complete  statement  of  your  collateral  loans  for 
the  last  ten  years?     A.  I  believe  it  to  be,  yes,  sir. 

MR.  HUGHES :  I  will  have  it  marked  for  identification. 

(Paper  marked  Exhibit  895  for  identification.) 

Q.  Who  are  Walter  C.  Stokes  and  Company?  A.  Walter 
C  Stokes  is  my  brother. 

Q.  Is  he  an  officer  of  the  company?     A.  He  is  not. 

Q.  Is  he  a  director  of  the  company?    A.  He  is. 

Q.  What  relations  have  Walter  C.  Stokes  &  Company  to  the 
Manhattan  Life  Insurance  Company,  if  any?  A.  Well,  I  don't 
know  as  it  has  any. 
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Q.  Are  you  interested  in  that  firm?    A.  I  am  not,  sir. 
Q.  Does  that  firm  buy  securities  from  the  Manhattan  Life? 
A.  Buy  from  the  Manhattan? 
Q.  Yes.    A.  No. 

Q.  Does  it  sell  to  the  Manhattan?  A.  It  has  in  one  or  two 
instances. 

Q.  But  rarely?    A.  Very  rarely. 

Q.  Does  it  act  for  the  Manhattan  in  the  purchase  and  sales 
of  securities?    A.  It  purchases  through  them,  yes,  sir. 

Q.  What  proportion  of  the  purchases  of  the  Manhattan  are 
made  through  Walter  C.  Stokes  &  Company?  A.  A  very  large 
percentage. 

Q.  Can  you  give  me  the  percentage  approximately?  A.  I 
should  think  ninety  per  cent. 

Q.  You  practically  deal  through  them  exclusively?  A.  Al- 
most exclusively,  yes,  sir. 

Q.  Have  you  ever  had  any  interest  directly  or  indirectly  in 
any  commissions  paid  to  or  received  by  that  firm  in  connection 
with  any  purchase  or  sale  of  securities  of  the  Manhattan?  A. 
Never. 

•    Q.  Has  any  officer  of  your  company  had  any  such  interest, 
or  any  director,  other  than  Mr.  Walter  C.  Stokes  ?    A.  No,  sir. 

Q.  Has  Mr.  Walter  C.  Stokes  ever  been  an  officer  of  your 
company?    A.  Never. 

Q.  Ever  been  on  the  finance  committee?    A.  Never. 

Q.  (Handing  paper.)  Is  this  a  complete  list  of  the  securities 
purchased  by  the  Manhattan  Life  during  the  last  ten  years?  A. 
I  believe  it  to  be. 
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MR.  HUGHES:  I  will  have  it  marked  for  identification. 

(Paper  marked  Exhibit  896  for  identification.) 

Q.  (Handing  paper.)  Is  this  a  complete  list  of  securities  sold 
by  the  Manhattan  Life  during  the  last  ten  years?  A.  I  believe 
it  to  be,  yes,  sir. 

MR.  HUGHES:  I  will  have  it  marked  for  identification. 

(Paper  marked  Exhibit  No.  897  for  identification.) 

Q.  Is  this  a  complete  list  of  the  securities  owned  by  the  Man- 
hattan Life?     (Handing  paper.)     A.  I  believe  it  to  be,  yes,  sir. 
Q.  As  of  November  29th,  1905?    A.  Yes,  sir. 

MR.  HUGHES:  I  will  have  it  marked  for  identification. 
(Paper  marked  Exhibit  898  for  identification.) 

Q.  Have  any  syndicate  participation  been  taken  in  the  name 
of  Walter  C.  Stokes  &  Company  for  the  benefit  of  the  Manhat- 
tan Life  Insurance  Company  directly  or  indirectly?    A.  Never. 

Q.  Or  for  your  benefit?    A.  Never. 

Q.  Does  the  Manhattan  Life  own  the  building  in  which  it  has 
its  main  offices?    A.  Yes,  sir. 

O.  Are  Walter  C.  Stokes  &  Company  tenants  of  that  build- 
ing?   A.  They  are. 
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Q.  What  rent  do  they  pay  to  the  Manhattan  Life?    A.  I  think 
it  is  eight  thousand  dollars. 

Q.  How  long  has  that  been  the  rate?    A.  From  the  time  we 
made  the  last  lease — I  should  think  about  three  years  ago. 

Q.  Is  there  any  arrangement  with  them  with  regard  to  the 
care  of  the  building?    A.  None  whatever. 

Q.  Are  they  simply  tenants?    A.  Yes,  sir. 

Q.  On  the  usual  terms?    A.  Yes,  sir. 

Q.  Do  they  pay  the  full  rental  value?    A.  Yes,  sir. 

Q.  What  does  the  company  charge  itself  with  as  the  rental 
value  of  the  space  occupied  by  it?    A.  Sixty  thousand  dollars. 

O.  Is  that  the  full  rental  value?    A.  Well,  we  think  so. 

Q.  Is  it  more  than  the  rental  value  ?    A.  I  do  not  think  so. 

Q.  What  is  the  net  income  of  the  company  from  its  main 
building?    A.  In  percentage  ? 

Q.  Yes.    A.  About  three  and  one-third  per  cent. 

Q.  On  the  cost?    A.  No,  on  what  we  claim  to  be  the  market 
value.  -'' 

Q.  What  is  the  net  income  on  the  cost  in  percentage?    A. 
May  I  look  at  my  memorandum? 

Q.  Yes,  please,  and  state  the  amount  of  cost  and  income.    A. 
The  total  cost  of  the  building  is  $4,703,957.21. 

Q.  What  is  the  gross  income?    A.  The  gross  income  is  $282,- 
700. 

Q.  And  the  net  income?    A.  $158,000. 

Q.  Making  what  percentage  of  cost  ?     A.  Three  and  four-tenths 
per  cent. 

Q.  Three  and  four-tenths  of  the  cost?    A.  Yes. 


617s 


Testimony  of  Henry  B.  Stokes 

Q.  And  what  is  the  market  value  of  the  building,  according  to 
your  estimate?    A.  $5,250,000. 

Q.  What  real  estate  has  the  company  outside  of  its  main  of- 
fice building?  A.  A  few  parcels  under  foreclosure  and  a  build- 
ing in  Philadelphia  owned  by  the  company. 

Q.  Have  you  a  statement  of  it  there?    A.  Yes. 

MR.  HUGHES:  I  ofler  that  in  evidence. 

(Paper  marked  Exhibit  No.  899.)  , 

(Exhibit  No.  899  will  be  found  in  the  Book  of  Exhibits.) 

Q.  The  home  ofifice  building,  is  that  building  appearing  on 
this  schedule  at  64-70  Broadway  ?    A.  It  is,  sir. 

Q.  What  are  these  figures  in  red  and  blue  ink  on  this  state- 
ment?   A.  Red  and  black  ink,  I  should  make  it. 

Q.  Yes.  A.  Those  are  the  values  as  established  by  the  Insur- 
ance Department  at  the  last  examination  of  the  company  this 
year. 

Q.  So  the  book  value  of  these  properties  aggregate  $5,283,- 
441.65;  the  market  value  is  estimated  by  you  as  $5,874,925,  and 
the  market  value  is  estimated  by  the  Department  at  $5,263,500? 
A.  I  think  that  is  as  I  understand  it. 

Q.  When  were  those  values  placed  upon  the  property  by  the 
Department?  A.  As  of  their  examination,  December  31st,  1904. 

Q.  Is  your  home  ofifice  building  a  new  building?    A.  Quite  so. 

Q.  Is  it  fully  occupied?    A.  It  is  not. 
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Q.  What  is  your  estimate  of  returns  after  it  shall  have  been 
fully  occupied?    A.  Gross? 

Q.  Yes.    A.  Gross  rentals  will  be  six  per  cent. 

Q.  And  what  net  income  do  you  expect  to  receive  from  it  ?  A. 
About  five  per  cent. 

Q.  What  is  your  present  net  income  on  all  your  real  estate 
holdings  ?    A.  Scant  under  three  per  cent. 

Q.  What  has  been  the  average  net  income  for,  say,  five  years 
past  from  your  mean  invested  assets,  approximately?  A.  Well, 
one  table  gives  us  more  than  we  claim.  About  five  per  cent.,  I 
should  think. 

Q.  About  five  per  cent?    A.  Yes,  sir. 

Q.  Do  you  have  audits  of  your  account  regularly?  A.  Yes, 
sir. 

Q.  How  frequently?  A.  Every  month,  and  the  audit  report 
to  the  Board. 

Q.  Is  that  auditing  done  by  a  committee  of  the  Board?  A. 
By  a  committee  of  four. 

Q.  Who  are  one  the  committee  of  audit?  A.  Joseph  Bird,  A. 
P.  W.  Keenan,  George  H.  McLane  and  David  H.  Roland. 

Q.  Did  you  ever  have  an  audit  by  outside  accountants?  A. 
Never. 

Q.  How  frequently  are  the  assets  of  the  company  checked 
ofif?  A.  Four  times  a  year  by  the  finance  committee  and  once 
by  the  examination  committee. 

Q.  What  is  that  examining  committee?  A.  The  committee 
appointed  by  the  Board  in  December  to  examine  the  assets  of 
the  company  before  the  annual  statement  is  made  to  the  De- 
partment. 
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Q.  I  notice  from  your  charter  that  it  is  provided  that  policy- 
holders paying  a  premium  of  seventy-five  dollars  or  over  may 
vote  for  directors.  To  what  extent  is  that  privilege  availed  of? 
A.  Prior  to  1900  I  do  not  remember  any  policyholder  that  voted 
except  the  officials  and  employes. 

Q.  Prior  to  1900?    A.  I  think  that  is  it. 

Q.  How  has  it  been  since  1900?    A.  May  I  read  from  this? 

Q.  Certainly,  whatever  you  are  prepared  to  say  is  correct.  A. 
I  should  say  1899  was  the  first  annual  election ;  there  were  eight 
policyholders  voted  that  time,  and  I  should  think  they  were  all 
employes  of  the  company. 

Q.  How  many  policj'holders  voted  in  1905  in  person?  A. 
Five. 

Q.  How  many  voted  by  proxy?  A.  Two  thousand  and  twen- 
ty-two. 

Q.  Who  held  the  proxies?  A.  The  proxies  were  in  three  or 
four  names.     I  held  them. 

Q.  In  whose  names  were  they?  A.  I  should  have  to  refer 
you  to  the  record,  sir. 

Q.  Is  there  not  a  regular  form  of  proxy  ?    A.  No,  they  change, 

Q.  Here  is  a  form  handed  me  in  which  Henry  B.  Stokes,  John 
H.  Giffin,  Nicholas  Palmer  and  Edward  S.  Rappalo,  or  either 
of  them  are  named  as  proxies.  A.  I  should  think  that  was  the 
latest  proxy. 

Q.  That  is  the  latest  form?    A.  Yes,  sir. 

Q.  For  how  long  has  that  form  been  in  use?  This  gentleman 
says  since  1903.     A.  I  guess  that  is  right. 

Q.  Prior  to  that  there  appears  to  have  been  proxies  running 
to  Henry  B.  Stokes,  Jacob  Halsey  and  John  H.  Watson.    For 
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how  long  have  you  held  the  proxies,  or  has  your  name  been 
mentioned  in  one  ?     A.  Five  years,  I  should  think. 

Q.  This  runs  back  to  1899,  does  it  not,  the  last  form  I  have 
stated?  A.  I  should  amend  that  by  stating  I  could  not  say  how 
many  years  I  held  it,  but  I  never  used  it  until  1901. 

Q.  Is  it  the  practice  when  policies  are  issued  to  issue  notices 
or  statements  to  the  policyholders  with  regard  to  his  right  to 
vote  and  enclosing  a  proxy  for  execution?    A.  Yes,  sir. 

Q.  Forms  of  proxy?    A.  Yes. 

Q.  And  usually  he  signs  it  and  sends  it  in  ?    A.  Yes. 

Q.  Do  you  usually  vote  all  the  proxies  you  hold,  or  only  a 
portion?    A.  Only  a  portion  of  them. 

Q.  How  many  proxies  do  you  hold?  A.  About  four  thous- 
and. 

Q.  And  how  many  policyholders  are  there  in  your  company? 
A.  About  thirty-five  thousand. 

Q.  And  the  rest  have  not  responded?  A.  We  have  not  asked 
them. 

Q.  And  do  not  appear?    A.  Have  not  asked  them. 

Q.  So  you  only  ask  a  few  ?    A.  Only  a  few. 

Q.  On  what  principle  do  you  make  the  selection?  A.  Well, 
the  new  poHcies  as  they  are  issued  in  the  years,  we  get  about  as 
many  policies  as  are  cancelled  by  lapses  and  death. 

Q.  You  aim  to  keep  a  certain  volume  of  proxies  in  your  pos- 
session?   A.  Yes. 

Q.  And  as  long  as  you  have  four  thousand  or  so  you  do  not 
make  any  effort  to  get  the  rest?  A.  Never  have  made  any  ef- 
fort. 
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Q.  And  the  policyholders  themselves  have  not  come  forward 
and  taken  any  steps  to  avail  themselves  of  their  right  to  vote 
outside  of  your  proxies,  say,  of  half  a  dozen  or  so  a  year?  A. 
No. 

Q.  This  is  a  record  of  your  election  returns  from  1896  to 
date?    A.  Yes,  sir. 

MR.  HUGHES :  I  offer  it  in  evidence  and  will  have  it  spread 
upon  the  record. 

(Paper  marked  Exhibit  900.) 

Q.  And  this  is  the  letter  which  goes  out  requesting  the 
proxy?    A.  Yes,  sir. 

MR.  HUGHES:  I  offer  it  in  evidence  and  will  have  it 
spread  on  the  record. 

(Paper  marked  Exhibit  901.) 

Q.  You  were  recently  examined  by  the  Department,  were 
you  not?    A.  Yes,  sir. 

MR.  HUGHES :  I  will  offer  in  evidence  and  read  the  report 
of  the  examination  as  of  December  31st,  1904. 

(Paper  marked  Exhibit  902.) 
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Q.  Have  you  any  method  of  managing  your  agency  busi- 
ness through  the  medium  of  a  corporation?  A.  No,  sir — well, 
we  have  one  called  the  Manhattan  Security  Agency  Company, 

Q.  A  little  louder,  please.  A.  I  think  one  called  the  Man- 
hattan Security  Agency  Company. 

Q.  What  is  the  Manhattan  Security  Agency  Company?  A. 
It  was  a  company  formed  by  our  agents  to  work  life  insurance. 

Q.  When  was  it  organized?    A.  Less  than  a  year,  I  think. 

Q.  Who  were  its  organizers  ?  A.  Well,  the  name  I  recollect 
is  Mr.  Hodgson,  our  general  agent. 

Q.  Is  he  one  of  your  general  agents?    A.  He  was. 

Q.  Is  he  for  the  metropolitan  district  ?  A.  No,  sir ;  for  Phil- 
adelphia, Pennsylvania. 

Q.  Were  any  of  the  officers  or  directors  of  the  Manhattan 
Life  Insurance  Company  associated  with  him  in  its  organiza- 
tion?   A.  In  no  way. 

Q.  What  relation  has  this  Manhattan  Security  Company? 
A.  I  think  they  call  it  the  Manhattan  Security  Agency  Com- 
pany. 

Q.  What  relation  has  the  Manhattan  Security  Agency  Com- 
pany to  the  Manhattan  Life  Insurance  Company?  A.  Simply 
as  agent. 

Q.  Do  you  enter  into  a  contract  with  that  company?  A.  We 
entered  into  a  contract  with  Mr.  Hodgson  and  he  assigned  the 
contract. 

Q.  With  your  consent?    A.  I  believe  so. 

Q.  What  district  does  the  company  cover?  A.  That  com- 
pany ? 

Q.  Yes.     A.  Pennsylvania,  part  of  Pennsylvania. 
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Q.  Does  it  include  any  larger  districts  than  Mr.  Hodgson 
himself  had?     A.  No,  sir. 

Q.  It  was   simply  incorporating   his   business?     A.  Practi- 
cally. 

Q.  Were  any  other  agents  interested  with  him  in  the  mat- 
ter?    A.  I  could  not  say. 

Q.  Is  there  any  other  company  that  acts  as  agent  or  is  under 
any  contract  with  your  company?     A.  No,  sir. 

Q.  And  the  Manhattan  Security  Agency  Company  does  not 
act  outside  of  Pennsylvania?     A.  Well,    they    have    another 
State,  I  think  it  is  Delaware. 
Q.  Delaware?    A.  Yes. 

Q.  It  has  part  of  Pennsylvania,  I  understand  you  to  say,  and 
all  of  Delaware?     A.  Yes. 

Q.  And  when  was  the —  A.  Excuse  me,  make  that  Mary- 
land. 

Q.  Maryland  instead  of  Delaware  or  with  Delaware?  A. 
No,  without  Delaware — I  mean  Delaware.  Excuse  me,  let  it 
stand. 

Q.  You  mean  Delaware,  Maryland,  and  a  part  of  Pennsyl- 
vania?    A.  Yes,  sir. 

Q.  What  were  the  supposed  advantages  in  having  the  agency 
business  managed  by  a  corporation  in  that  district?  A.  Well, 
I  suppose  it  was  to  furnish  capital  to  employ  agents. 

Q.  Now,  I  find  by  looking  at  the  gain  and  loss  exhibit  of 
your  company  that  its  expenses  in  1904  were  largely  in  excess 
of  its  loadings  and  the  ratio  of  insurance  expenses  to  loadings 
were  136.98  per  cent.  You  recognize  that  as  a  very  heavy 
ratio  of  expenses?     A.  Yes,  sir. 


6182 


Testimony  of  Henry  B.  Stokes 

Q.  What  is  the  explanation  of  it?  A.  Well,  it  is  very  diffi- 
cult to  get  agents  to  work  for  us  any  cheaper  than  they  will 
work  for  anyone  else.  I  think  the  larger  companies  are  very 
largely  responsible  for  these  excessive  commissions.  The 
Manhattan  Life  are  writing  a  pretty  good  sized  amount  of 
business  each  year,  considering  its  size  and  premium  account 
and  assets,  and  the  cost,  and  I  think  that  ratio  is  somewhat 
faulty  because  it  is  made  up  of  factors  which  really  do  not  be- 
long there.    It  includes  our  expenses  on  real  estate  and  taxes. 

Q.  Well,  does  it?     A.  I  think  so. 

Q.  It  is  supposed  to  state  merely  your  insurance  expense 
and  not  your  investment  expenses?  A.  I  think  you  will  find 
it  includes  that.  I  may  be  mistaken  about  the  table  you  are 
reading  from. 

Q.  I  have  no  information  upon  it  beyond  the  statement 
which  appears  on  the  Blue  Book,  and  I  inferred  from  the  state- 
ment percentage  of  insurance  expenses  to  loading  taken  in 
connection  with  the  rate  below  to  net  investment  earnings, 
that  only  expenses  properly  chargeable  to  the  conduct  of  the 
business  of  insurance  were  included.  However  that  may  be, 
if  it  is  included  in  your  case  I  suppose  it  is  included  in  tbe  case  of 
the  other  companies?  A.  Yes,  but  if  the  larger  companies  did 
not  have  as  much  real  estate  as  we  have  it  would  not  be  the 
same. 

Q.  So  the  large  amount  of  your  capital  invested  in  real  estate 
with  the  expenses  of  carrying  real  estate  would  make  3rour  gain 
and  loss  exhibit  less  satisfactory?     A.  Yes,  sir. 

Q.  Than  if  the  returns  were  larger?  In  other  words,  it  is  the 
outlay,  it  is  not  the  percentage  of  net  income,  but  it  is  the  out- 
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lay  upon  real  estate  which  brings  up  the  total  amount  of  your 
expenses?    A.  The  outlay  in  expenses? 

Q.  Yes.    A.  Yes. 

Q.  Is  there  any  other  explanation  ?  A.  I  imagine  a  company 
who  writes  more  in  endowment  premiums  might  reduce  the 
ratio  and  still  pay  more  than  we  do. 

Q.  What  kind  of  business  do  you  write  principally?  A. 
Principally  twenty  payment  life. 

Q.  How  does  it  happen  that  you  got  in  the  way  of  writing 
that,  and  not  endowment?  A.  Well,  the  agents  seemed  to  be 
able  to  place  that  kind  easier  than  endowment.  We  like  en- 
dowment. As  a  matter  of  fact  I  would  rather  have  a  non- 
participating  policy  than  any  other,  personally 

Q.  Well,  do  you  write  a  non-participating  business?  A. 
Very  little.     Whenever  we  can. 

Q.  Do  you  give  as  large  a  commission  for  it  as  for  partici- 
pating?   A.  No,  we  could  not  afford  to  do  it. 

Q.  Do  you  give  as  much  commission  for  twenty  year  en- 
dowment as  twenty  payment  life?    A.  The  same  thing. 

Q.  It  simply  happens  in  the  case  of  your  company  that  the 
twenty  payment  life  seems  to  be  the  policy  that  is  favored? 
A.  It  is  more  popular. 

Q.  And  you  think  that  has  a  more  unfavorable  showing  upon 
your  return  at  the  end  of  the  year?    A.  It  has  on  the  ratio. 

Q.  How  would  it?  A.  The  premium  on  endowment  is 
larger  than  on  twenty  payment  life,  and  as  you  reduce  your 
premium  account  you  reduce  your  percentage. 

Q.  Would  it  in  the  ratio  of  expenses  to  loading?  In  other 
words,  is  the  loading  different  on  a  twenty  payment  life  than 

6184 


Testimony  of  Henry  B.  Stokes 

it  is  on  a  twenty  year  endowment?  A.  I  do  not  think  I  am 
competent  to  answer  it.     It  is  an  actuarial  matter. 

Q.  It  is  suggested  that  it  is  smaller.  A.  I  would  rather  he 
would  answer  it. 

Q.  You  were  speaking  of  the  business  of  your  company,  the 
amount  written.  It  appears  from  the  Blue  Book  that  the  in- 
surance in  force  at  the  end  of  1904  amounted  to  $76,790,531.00 
and  that  during  that  year  there  was  written  $17,277,597.  It 
appears  that  at  the  end  of  1903  your  outstanding  insurance  was 
$72,641,987,  so  that  your  net  insurance  increase  during  1904 
was  a  little  over  four  million  dollars,  while  $17,277,597  seems 
to  have  been  written  as  new  business.  During  the  same  year 
it  appears  that  the  death  claims  paid  amounted  to  $1,159,829 
and  the  total  paid  policyholders,  including  dividends,  to  $1,844,- 
559,  from  which  it  would  appear  that  the  large  amount  of  busi- 
ness written,  some  $17,000,000,  either  was  not  taken,  or  that 
there  were  very  considerable  lapses  either  upon  that  or  upon 
business  written  in  the  period  before.  What  is  your  explana- 
tion of  that?  A.  Well,  I  do  not  imagine  more  than  thirteen 
million  dollars  was  paid  for,  if  quite  that. 

Q.  About  thirteen  million  dollars  paid  for?  A.  I  should 
think  so. 

Q.  Then  these  figures  are  the  total  amount  of  the  policies 
signed  by  your  company  and  placed  in  the  hands  of  your 
agents?    A.  Yes. 

Q.  And  not  taken  out  business?     A.  Not  paid  for  business. 

Q.  I  have  here,  I  believe,  a  statement  of  your  results.  Even 
if  it  was  thirteen  million  dollars  it  would  still  appear  that  the 
net  increase  in  1904  was  only  four  million  dollars,  and  in  ma- 
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turity,  say  another  million  and  a  half,  $5,500,000  would  repre- 
sent the  expirations  by  maturity  and  death,  and  the  net  in- 
crease of  the  business,  and  you  wrote  thirteen  million  of  dol- 
lars in  that  year.  What  is  your  explanation  of  that?  A.  The 
balance  did  not  renew. 

Q.  You  have  a  very  heavy  lapse  rate,  have  you  not?  A.  It 
seems  to  be  particularly  heavy  in  the  second  year. 

Q.  Are  you  able  to  state  approximately  what  your  lapsed 
Tate  is  in  the  second  year?     A.  No,  sir. 

Q.  Was  this  an  unusual  year,  1904,  or  may  we  consider  the 
conditions  there  as  typical?  A.  Well,  I  should  think  it  was  a 
little  heavy. 

■Q.  What  is  the  explanation  for  such  a  lapsed  rate  in  the 
second  year — why  does  not  the  business  persist  better?  A. 
Competition. 

Q.  Competition?     A.  Yes,  sir. 

Q.  How  does  that  effect  the  persistence?  A.  They  take  the 
policyholders  away  from  us. 

Q.  Twisting"?     A.  Yes. 

Q.  That  form  of  competition?     A.  Yes. 

Q.  Do  you  pay  any  surrender  values  in  the  second  year?  A. 
Certainly. 

Q.  Is  it  brought  about  by  others  paying  higher  commissions 
than  you  pay?    A.    I  don't  know  how  they  do  it. 

Q.  What  could  prevent  such  a  state  of  affairs  ?  A.  Renewed 
commissions. 

Q.  Renewed  commissions?    A.  Yes,  sir. 

Q.  What  do  you  think  ought  to  be  the  rate  of  commissions? 


6186 


Testimony  of  Henry  B.  Stokes 

A.  Well,  I  think  on  a  twenty  payment  life  60  per  cent,  would  be 
about  right,  probably  it  could  stand  that. 

Q.  Then  the  lapse  in  the  second  year  or  the  discontinuance 
due  to  twisting  would  be  at  the  expense  of  whatever  the  policy- 
holder had  put  into  your  company — he  would  not  get  anything 
out?    A.  No. 

Q.  Do  you  think  there  is  any  twisting  under  those  condi- 
tions?   A.  A  great  deal. 

Q.  What  do  you  pay?  A.  Our  uniform  contract  is  60  per 
cent. 

BY  THE  CHAIRMAN: 

Q.  You  mean  60  per  cent,  initial  commission?  A.  First  year 
and  renewal,  a  renewal  of  7J  per  cent. 

BY  MR.  HUGHES: 

Q.  (Handing  paper.)  Is  this  your  schedule  of  compensation 
under  your  regular  contracts?    A.  Yes,  sir,  it  is. 

MR.  HUGHES:  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  903.) 

TH:^  CHAIRMAN:  The  Committee  will  now  adjourn  until 
2 :30  o'clock. 
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HENRY  B.  STOKES,  resumed: 
BY  MR.  HUGHES: 

Q.  Exhibit  No.  903,  just  introduced,  relates  to  the  compensa- 
tion for  local  sub-agents,  I  understand?    A.  Yes. 

Q.  Is  this  a  form  of  your  general  agents'  contract  (showing 
witness  paper)  ?    A.  I  believe  it  to  be. 

Q.  And  shows  a  compensation  of  your  general  agents  as  it 
now  is?    A.  As  a  rule  that  is  the  form. 

MR.  HUGHES:  I  offer  in  evidence  so  much  of  the  form  of 
agreement  as  shows  the  compensations  of  general  agents. 

(Paper  marked  Exhibit  No.  904  and  read  in  evidence  by  Mr. 
Hughes.) 

MR.  HUGHES :  This  shows  a  rate  of  fifty  per  cent,  on  ordi- 
nary life,  annual  distribution;  sixty  per  cent,  twenty  year  sur- 
vivorship; fifty-five  per  cent,  fifteen  year  survivorship;  fifty  per 
cent,  on  twenty  payment  life,  annual  distribution ;  sixty  per  cent, 
twenty  year  survivorship ;  fifty-five  per  cent,  fifteen  year  survivor- 
ship ;  fifteen  payment  life,  forty  per  cent.,  first  year  annual  distribu- 
tion ;  fifty-five  per  cent,  twenty  year  survivorship ;  fifty  per  cent. 
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fifteen  year  survivorship;  ten  payment  life,  forty  per  cent.,  first 
year  annual  distribution ;  fifty  per  cent,  twenty  year  survivorship ; 
fifty  per  cent,  fifteen  year  survivorship;  forty  per  cent,  ten  pay- 
ment life,  annual  distribution;  sixty  per  cent,  twenty  year  sur- 
vivorship ;  fifty-five  per  cent,  fifteen  year  survivorship ;  fifteen  pay- 
ment endowment,  forty-five  per  cent.,  first  year's  annual  distribu- 
tion; fifty-five  per  cent,  twenty  year  survivorship;  fifty  per  cent, 
fifteen  year  survivorship ;  ten  payment  endowment,  forty  per  cent., 
annual  distribution ;  fifty  per  cent,  twenty  year  survivorship ;  forty- 
five  per  cent.,  fifteen  year  survivorship. 

Q.  When  were  those  rates  established?     A.  Several  years. 

Q.  Several  years  ago?     A.  Yes,  sir. 

Q.  Are  they  modified  in  particular  cases?  A.  There  may  be 
a  few  exceptions. 

Q.  How  many  are  there?     A.  Probably  half  a  dozen. 

Q.  Have  you  a  contract  with  your  agent  Dunham?  A.  Yes, 
sir. 

Q.  What  district  does  he  have?  A.  He  has. the  Eastern  Dis- 
trict. 

Q.  What  territory  does  that  embrace?  A.  Massachusetts, 
Rhode  Island  and  the  State  of  Maine. 

THE  ASSISTANT  SECRETARY :  And  New  Hampshire. 

Q.  What  rates  of  commission  are  paid  to  him?  A.  I  don't 
think  I  can  tell  you  his  contract  now. 

Q.  Have  you  got  his  contract?    A.  Yes,  sir. 
Q.  Will  you  produce  it,  please? 
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(Paper  produced.) 

MR.  HUGHES :  This  is  a  contract  dated  December  12,  1898, 
and  amended  December  22,  1898,  and  amended  March  8,  1899, 
being  dated  February  14,  1901 — or,  rather,  a  further  amendment 
is  dated  February  14,  1901. 

Q.  The  commission  under  the  original  contract  is  what  you  call 
sixty  per  cent,  graded?     A.  Yes,  sir. 

Q.  With  seven  and  a  half  per  cent,  renewals?     A.  Yes,  sir. 

MR.  HUGHES :  The  amendment  of  December,  1898,  author- 
izes the  employment  of  a  stenographer,  not  to  exceed  sixty  dollars 
a  month. 

The  amendment  of  March  11,  1899,  extends  the  district  to 
cover  the  State  of  Maine  in  addition  to  Massachusetts  and  Rhode 
Island. 

The  amendment  of  February  14,  1901,  cancelled  the  provision 
for  the  employment  of  a  stenographer,  and  provides  that  Dunham 
shall  assume  and  pay  all  expense  of  conducting  the  office,  except 
the  rent,  and  that  from  and  after  July  i,  1901,  the  company  will 
allow  Dunham  the  sum  of  four  thousand  dollars  per  annum  in 
monthly  expenses  of  $333.33  for  the  expenses  of  his  office. 

The  amendment  further  provides  that  from  and  after  January  i, 
1901,  Dunham  shall  be  allowed  in  addition  to  all  commissions 
specified  in  the  contract  of  December  18,  1898,  and  subject  to  its' 
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terms  and  conditions,  ten  per  cent,  of  the  first  year's  premiums 
paid  to  and  received  by  the  company  in  cash  upon  ten  year  sur- 
vivorship dividend  policy,  fifteen  year  survivorship  dividend 
policy  and  twenty  year  survivorship  dividend  policy  with  the 
same  exceptions  as  stated  in  said  contract. 

There  appears  to  have  been  a  further  amendment  under  date  of 
June  13,  1905,  in  the  form  of  a  letter  from  the  second  vice-presi- 
dent to  Mr.  Dunham,  as  follows : 

"We  are  in  receipt  of  your  favor  of  the  9th  instant  asking  us 
if  we  have  any  inducements  to  offer  on  the  annual  distribution 
policy  for  the  satisfaction  of  our  agents.  We  note  from  your  con- 
tract that  the  commission  upon  the  first  year's  premiums  in  this 
class  of  policies  is  forty  per  cent.,  and  renewals  are  seven  and  a 
half  per  cent.,  the  same  as  on  the  survivorship  dividend  policies. 
We  will  amend  your  contract  so  as  to  make  the  commissions  on 
the  first  year's  premiums  upon  our  annual  distribution  policies  as 
follows : 

Ordinary  life 50  per  cent. 

20  payment  Hfe 50  per  cent. 

15  payment  life 45  per  cent. 

10  payment  life 40  per  cent. 

20  payment  endowment 50  per  cent. 

15  payment  endowment 45  per  cent. 

10  payment  endowment 40  per  cent. 

"There  will  be  no  extra  allowance  upon  the  premiums  on  this 

6191 


Testimony  of  Henry  B.  Stokes 

class  of  policy.  We  do  not  desire  to  push  this  plan  as  it  will 
surely  result  in  dissatisfaction,  and  the  matter  will  come  up  at 
the  end  of  the  first  and  probably  every  year  during  the  continuance 
of  the  policy.  Agents  are  so  apt  to  misrepresent  the  dividends  to 
prospective  insurers. 

"Please  acknowledge  the  receipt  of  this  letter  and  file  same  with 
the  contract,  thus  making  it  a  part  of  the  same." 

(The  paper  heretofore  produced  marked  Exhibit  No.  905  for 
identification.) 

Q.  I  note  the  allowance  of  four  thousand  dollars  as  a  provision 
for  expenses.  Do  you  from  time  to  time  make  advances  to  your 
agents?    A.  Very  seldom. 

Q.  This  allowance  was  to  be  a  payment  for  which  he  was  not 
obliged  to  make  return?    A.  No. 

Q.  A  provision  for  expenses?     A.  Yes. 

Q.  As  distinguished  from  an  advance?     A.  Yes. 

Q.  And  have  you  other  agents  to  whom  you  make  allowance 
for  expenses?     A.  A  few. 

Q.  And  what  allowance  do  you  usually  make,  or  is  there  any 
specific  rate?    A.  No  specific  rate. 

Q.  What  governs  you  in  determining  the  amount  of  the  allow- 
ance? A.  Well,  the  necessary  expense  of  the  office — office  rent, 
cashier  in  some  cases,  stenographers. 

Q.  What  was  there  about  this  particular  agency  which  made 
it  advisable  to  make  an  allowance  for  expenses?  A.  Well,  it 
seems  very  hard  for  us  to  get  a  proper  representation  here,  having 
tried  out  and  out  salaries  and  met  with  failures,  we  made  this 
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arrangement  with  Dunham  on  a  commission  basis  and,  notwith- 
standing the  contract  was  pretty  full,  it  really  netted  us  a  better 
result  than  previous  efforts  under  a  salary. 

Q.  Is  it  a  more  favorable  contract  than  your  other  contracts? 
A.  In  that  agency? 

Q.  Yes.    A.  Yes,  sir. 

Q.  I  mean  more  favorable  contracts  to  agents  than  other  con- 
tracts you  had?    A.  Yes. 

Q.  Is  it  the  most  favorable  one  that  you  have  ?  A.  It  is  about 
the  same. 

Q.  Do  you  know  what  amount  of  money  Mr.  Dunham  makes  a 
year  out  of  it?    A.  I  do  not. 

Q.  In  determining  what  you  will  allow  your  agents  do  you 
compel  any  statement  of  their  earnings  under  their  existing  con- 
tract?   A.  No,  sir. 

Q.  How  do  you  arrive  at  the  amount  which  it  is  fair  to  allow 
them?  A.  We  consider  we  pay  him  about  the  same  as  generally 
paid  in  the  field. 

Q.  Do  you  pay  any  salaries  to  any  of  your  agents  in  addition 
to  commissions?    A.  No  soliciting  agent. 

Q.  To  any  of  your  general  agents?  A.  Yes,  a  few  general 
agents. 

Q.  To  how  many  of  your  general  agents  do  you  pay  salaries  in 
addition  to  the  scale  of  commissions  that  you  have  stated?  A. 
I  cannot  recall  more  than  two. 

Q.  Who  are  they?    A.  Col.  Wood,  of  Ohio  and  Kentucky. 

Q.  Does  he  have  the  rate  of  commissions  stated  in  this  form 
Exhibit  904?    A.  Yes,  sir. 
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Q.  And  what  salary  in  addition?  A.  I  cannot  tell  the  sal- 
ary ;  I  can  find  out. 

Q.  What  other  salary  is  allowed?  A.  We  pay  salary  to  our 
Galveston,  Texas,  agent. 

Q.  Who  is  he?     A.  Green. 

Q.  Is  that  in  addition  to  the  scale  of  commissions?  A.  Yes, 
sir. 

Q.  Is  it  the  allowance  of  salary  which  brings  up  the  cost 
of  acquiring  new  business?     A.  It  helps  it. 

Q.  Do  you  also  make  allowances  to  those  gentlemen  for 
their  expenses?     A.  Traveling  expenses,  yes. 

Q.  For  the  expenses  of  their  offices?     A.  Some,  yes. 

Q.  Do  you  allow  Mr.  Wood  such  an  amount?  A.  We  pay 
his  expenses. 

Q.  You  pay  what  expenses  of  his?  A.  Office  rent,  steno- 
grapher, and  the  general  incidental  expenses. 

Q.  What  do  they  amount  to?     A.  I  don't  know. 

Q.  How  does  the  total  amount  in  commissions,  salary  and 
expenses  allowance  in  the  case  of  Mr.  Wood  average  as  com- 
pared with  the  premium  received  the  first  year's  premiums, 
through  his  agency?  A.  I  do  not  recall  ever  having  seen  those 
figures  made  up. 

Q.  Have  you  ever  had  anything  of  that  sort  made  up?  A. 
We  looked  at  the  cost  of  the  business  of  the  agency. 

Q.  Have  you  an  idea  what  the  cost  of  the  agenc}''  is  to  the 
first  year's  premiums  produced?  A.  Yes,  runs  between  eighty 
and  ninety  per  cent,  allowing  ten  per  cent,  for  the  collection 
of  the  old  business. 
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Q.  Isn't  it  over  a  hundred  per  cent,  including  salaries  to 
commissions  in  any  case?     A.  All  of  them? 

Q.  No,  in  any  case  of  any  agency?  A.  I  suppose  there  may 
be  one  or  two  isolated  cases  where  it  would  run  about  that. 

Q.  Is  it  so  in  the  case  of  Mr.  Dunham?     A.  I  don't  think  so. 

Q.  Is  it  so  in  the  case  of  Mr.  Wood?     A.  I  don't  think  so. 

Q.  Or  in  the  case  of  your  Galveston  agent?  A.  I  don't 
think  so. 

Q.  What  do  you  figure  is  the  percentage  of  Mr.  Dunham's 
total  compensation  including  his  expense  allowance  as  com- 
pared with  his  first  year's  premiums?  A.  The  total  commis- 
sion and  expense  would  be  90  per  cent,  plus  the  four  thousand 
dollars  we  allow  him.  You  have  got  to  deduct  from  that  a 
fair  charge  of  ten  per  cent,  on  old  business,  which  amounts  to 
between  sixty  and  seventy-five  thousand  dollars  of  old  pre- 
miums ;  so  while  it  appears  to  be  a  larger  figure  on  first  cost, 
if  you  deduct  this  it  reduces  the  cost. 

O.  In  view  of  the  large  ratio  of  your  expenses  as  compared 
with  the  loadings  upon  your  premiums  have  you  taken  any 
steps  to  reduce  the  expense  of  obtaining  new  business?  A. 
Every  effort. 

Q.  What  steps  have  you  taken?  A.  Well,  Mr.  Green,  gen- 
eral agent  for  the  Western  territory,  has  made  two  trips  al- 
ready since  his  appointment  only  a  short  time  ago,  and  has 
modified  several  of  the  contracts. 

Q.  To  what  extent  have  they  been  modified?  A.  Put  on  a 
flat  80  per  cent,  basis  and  no  expenses  whatsoever. 

Q.  A  flat  eighty  per  cent,  would  be  the  total  compensation? 
A.  Yes,  sir;  exclusive  of  the  medical  examinations  and  fees. 
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Q.  And  that  is  exclusive  also  of  renewal  commissions?  A. 
Yes,  sir. 

Q.  In  how  many  agencies  has  he  introduced  that  change? 
A.  Three. 

Q.  You  have  produced  a  statement  here  with  regard  to  your 
total  loadings  on  first  year's  premiums  for  1903  and  1904  and 
your  expenses  of  obtaining  new  business,  which  I  will  read 
in  evidence: 

Total  loadings  on  first  year's  premiums  not  given. 
Total  first  year  expenses  for  1903. 

First  year's  commissions  on  policies.  .  $286,870.05 

Commissions  on  annuities 710.84 

Salaries  and  allowances  for  agencies.  .$133,259.61 
Deduct  for  amount  chargeable  against 
old  business   25,000.00 

Leaving 108,259.61 

Agency  supervision 19,196.89 


Total $415,037.39 

Also  a  proportion  of  the  medical  examination  fees,  total  be- 
ing $37,808  and  some  proportion  of  the  company's  general  ex- 
penses. 
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Q.  That  is  to  say  a  proportion  of  the  medical  examination 
fees  and  some  proportion  which  you  do  not  state  of  the  com- 
pany's general  expenses  are  to  be  added  to  the  amount  stated 
to  give  the  total  amount  for  first  year's  expenses.  Why  were 
you  not  able  to  make  that  up — have  you  no  idea  what  propor- 
tion of  the  general  expenses  should  be  charged  against  first 
year's  business?     A.  I  have  never  looked  into  that. 

MR.  HUGHES  (reading) :  Total  first  year's  expenses  for 
the  year  1904. 

First  year's  commissions  on  policies.  .  $273,883.19 

Commissions  on  annuities 125.36 

Salaries  and  allowances  for  agencies.  .$135,903.47 
Deduct  for  amount  chargeable  against 

old  business   25,000.00 

Leaving 1 10,903.47 

Agency  supervision 1 15,646.72 

Making 400,558.74 

Also  proportion  of  medical  examination  fees,  total  being  $41,- 
181.84  aid  some  proportion  of  the  company's  general  expenses. 

With  regard  to  the  loadings  on  first  year's  premiums  in  1904 
the  company  states  in  its  letter  of  December  27th,  1905,  that 
to  give  these  figures  at  once  for  1904  will  necessitate  it  being 
largely  estimated;  that  they  have  been  unable  to  calculate  at 
length  the  loading  on  each  first  year's  premiums  received  in 
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1904.     The  estimate,  however,  will  be  close.     They  make  the 
loadings  on  first  )'ear's  premiums  received  in   1904  $127,055.34. 

Total  expected  losses  on  policies  less  than  one  year  old  in 

1903,  $137,320. 

Total  actual  losses  on  policies  less  than  one  year  old  in  1903, 
$82,470. 

Total   expected  loss  on  policies  less  than  one  year  old  in 

1904,  $141,350- 

Total  actual  losses  on  policies  less  than  one  year  old  in  1904, 
$31,620. 

Q.  Your  charter  provides  in  Section  17  that  after  the  cur- 
rent expenses,  losses  and  interest  provided  for  in  Section  16 
are  ascertained  for  each  year  and  paid,  an  adequate  provision 
for  outstanding  policies  amounting  to  one-eighth  of  the  profit 
shall  be  paid  to  the  holders  of  the  guaranty  capital?  Has  that 
been  paid?     A.  As  near  as  I  can  understand,  it  has. 

Q.  In  what  form,  in  the  form  of  these  nine  per  cent,  divi- 
dends?   A.  Yes,  sir. 

Q.  Has  there  been  any  efifort  to  ascertain  whether  those 
dividends  correspond  to  one-eighth  of  the  profits  determined 
yearly?  A.  Not  a  very  accurate  investigation,  but  I  believe 
that  they  have  not  exceeded  it. 

Q.  The  section  further  provides  that  the  remaining  seven- 
eighths  shall  be  issued  in  scrip  once  every  three  years  to  the 
holder  of  a  policy  which  shall  have  been  in  existence  for  one 
year  previous  to  such  issue  and  which  policy  shall  be  unexpired. 
Has  scrip  been  issued  in  that  manner?     A.  Not  in  many  years. 
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Q.  When  was  it  last  issued?  A.  That  was  before  my  time, 
I  guess. 

Q.  How  many  years  ago  is  that?  A.  Well,  I  came  to  the 
company  in  1863. 

Q.  Why  has  not  the  company  complied  with  the  provision 
of  its  charter?  A.  Well,  we  supposed  that  paying  the  divi- 
dends as  we  are  paying  them  is  about  the  same  thing;  it  is 
simply  changing  the  method. 

Q.  Have  you  made  any  computation  annually  for  the  pur- 
pose of  determining  what  seven-eighths  of  your  actual  profits 
would  be?  A.  We  know  about  what  the  seven-eighths  would 
be  annually. 

Q.  Do  you  issue  scrip  for  that  to  any  policyholder  whose 
policy  has  been  in  force  for  a  year?  A.  Well,  we  pay  it  in 
cash  and  we  pay  it  in  what  is  known  as  survivorship  policies; 
that  is,  we  set  it  aside  for  them. 

Q.  I  should  like  to  have  you  tell  me  what  calculation  you 
made  at  the  end  of  1904  with  reference  to  your  profits  for  that 
year  and  showing  the  division  of  it  for  the  purpose  of  allotting 
seven-eighths  to  your  policyholders.  Have  you  such  a  cal- 
culation?    A.  I  haven't  it  with  me.     I  can  produce  it. 

Q.  Who  would  make  it?    A.  The  actuary. 

Q.  Was  it  made?     A.  At  the  end  of  1904? 

Q.  Yes.     A.  For  that  year,  yes,  sir. 

Q.  Were  seven-eighths  set  aside  ?  A.  Seven-eighths  was  set 
aside  in  what  is  known  as  the  contingent  reserve  fund. 

Q.  Was  it  set  aside  by  the  issuance  of  any  scrip  or  docu- 
ments showing  the  right  of  the  policyholder  to  it?     A.  No,  sir. 
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Q.  Was  the  amount  left  in  your  unassigned  funds  ?  A.  Yes, 
sir. 

Q.  Did  you  take  any  liability  for  it?     A.  No,  sir. 

Q.  Did  you  do  that  under  legal  advice?  A.  I  don't  know 
as  I  did.     I  did  it  under  the  advice  of  the  committee. 

Q.  Please  state  fully  what  has  been  the  reason  why  the  pro- 
visions of  your  charter,  which  I  understand  have  not  been 
amended,  have  not  been  strictly  complied  with?  A.  Well,  we 
supposed  they  had  been. 

O.  How  could  you  comply  with  them  without  determining 
seven-eighths  of  your  profits  and  issuing  scrip  therefor?  A. 
We  did  not  understand  that  we  were  to  use  up  that  contingent 
fund  and  reserve  fund  and  pay  it  over  to  the  policyholders. 

Q.  It  says  that  you  shall  issue  scrip?     A.  Well 

Q.  Now,  this  scrip  it  is  provided  in  case  of  the  death  of  an 
insured  party,  scrip  for  his  proportion  of  profits  which  may 
have  accrued  previous  to  his  decease  shall  at  the  next  succeed- 
ing time  be  issued  to  his  legal  representatives.  Have  you  done 
that?    A.  We  do  not  issue  scrip,  sir. 

Q.  Have  you  accounted  to  the  representatives  of  a  deceased 
policyholder  for  his  proportion  of  the  profits  of  the  company 
which  may  have  accrued  previous  to  his  decease  and  since  the 
last  year?     A.  We  have  paid  mortuary  dividends. 

Q.  Have  you  computed  those  mortuary  dividends  with  ref- 
erence to  the  exact  profits  to  your  company?     A.  In  compari- 
son to^  the  sum  paid  to  policyholders  at  that  time. 
Q.  Is  your  actuary  here?    A.  Yes,  sir. 

MR.  HUGHES:  Will  you  please  withdraw  for  a  moment? 

6200 


Testimony  of  Morris  W.  Torrey 

MORRIS  W.  TORREY,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows: 

BY  MR.  HUGHES: 

Q.  How  long  have  you  been  actuary  of  the  Manhattan  Life 
Insurance  Company?    A.  Since  May  ist,  1898. 

Q.  Did  you,  at  the  end  of  1904,  make  up  a  statement  of  the 
profits  earned  for  that  year?    A.  Yes,  sir. 

Q.  Have  you  that  here?  A.  I  don't  know  whether  I  have  it 
here  or  not.    (Referring  to  papers.)    No,  sir. 

Q.  State  how  you  made  it  up?  A.  Do  you  mean  how  I  as- 
certained what  the  profits  for  the  year  are? 

Q.  Yes.  A.  That  is  a  very  simple  matter,  to  tell  them  in 
gross,  the  profits  for  the  year  are  the  amounts  by  which  your 
surplus  increased,  plus  the  amount  you  have  paid  out  in  divi- 
dends for  the  year. 

Q.  What  was  that  amount  in  1904?  A.  As  near  as  I  can  re- 
member, some  $211,000. 

Q.  Is  that  the  amount  with  which  your  surplus  increased,  or 
that  amount  in  addition  to  the  amount  paid  out  in  dividends? 
A.  That  is  the  amount  by  which  our  surplus  increased,  plus  the 
amount  paid  out  in  dividends. 

Q.  How  much  had  you  paid  out  in  dividends?  A.  I  think  we 
paid  out  in  dividends  about  $120,000. 

Q.  What  did  you  do  with  the  difference  between  $120,000  and 
$211,000?  A.  Well,  it  was  more  than  $211,000;  it  must  have 
been  $220,000,  because  I  remember  now  the  surplus  increased 
about  $100,000,  and  we  paid  out  about  $120,000  or-  $124,000. 
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Q.  $224,000?    A.  Yes. 

Q.  What  did  you  do  with  the  $100,000  over  and  above  what 
you  paid  out  in  dividends?  A.  It  was  carried  to  the  credit  of 
the  contingent  fund. 

Q.  Is  it  allotted  in  dividends?    A.  No. 

Q.  Is  it  credited  to  any  policyholder?  A.  It  is  carried  to  the 
credit  of  the  contingent  fund  account,  out  of  which  dividends  to 
the  policyholders  are  paid. 

Q.  But  that  amount  of  $100,000  in  excess  of  the  amount  paid 
to  policyholders  in  1904  was  not  credited  to  any  polic)'holder  or 
policyholders?  A.  Well,  the  annual  dividend  policies,  of  course, 
received  their  share  of  it. 

Q.  That  is  part  of  the  $124,000?    A.  Beg  pardon. 

Q.  The  amount  you  distributed  in  dividends  on  annual  divi- 
dend policies  was  a  part  of  the  $124,000?    A.  Yes. 

Q.  I  am  not  speaking  of  the  additional  $100,000  made  in  1904. 
A.  The  additional  $100,000  all  of  it  went  practically  to  the  sur- 
vivorship dividend. 

Q.  Was  it  taken  as  a  liability  by  your  company?  A.  No,  we 
did  not  carry  it  as  a  liability. 

Q.  It  is  carried  as  part  of  the  unassigned  funds?  A.  As  part 
of  the  unassigned  funds. 

Q.  That  is  not  distributed  or  credited  to  anyone?    A.  No. 

Q.  It  is  carried  as  surplus?     A.  Carried  as  surplus,  yes,  sir. 

Q.  That  has  been  the  practice  since  you  have  been  with  the 
company?    A.  Yes. 

Q.  To  carry  each  year  an  amount  to  the  unassigned  funds, 
has  it  not?  A.  Well,  we  carried  it  to  what  we  call  the  contin- 
gent fund  account. 
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Q.  Well,  3011  have  a  contingent  fund  account  and  un  unas- 
signed  or  surplus  account?    A.  It  is  the  same  thing,  practically. 

Q.  Have  you  ever  issued  while  you  have  been  connected  with 
the  company  any  scrip  to  policyholders  ?    A.  No. 

Q.  Have  you  ever  attempted  in  any  way  to  comply  with  the 
provisions  of  Sections  i6  and  17  as  to  the  issuance  of  scrip?  A. 
I  always  understood  if  you  paid  in  cash  it  was  the  same  thing 
a";  scrip. 

Q.  You  have  not  paid  this  $100,000  in  cash?  A.  No,  but  we 
have  got  it  there,  and  it  is  not  due  until  the  policy  reaches  the 
period  of  maturity. 

Q.  I  understand  that,  but  I  want  to  know  if  you  have  ever 
complied  with  the  provisions  of  the  charter  in  regard  to  the  is- 
suance of  scrip?     A.  We  never  have  issued  any  scrip,  no,  sir. 

Q.  What  you  have  done  is  to  set  aside  a  certain  amount  of 
the  gains  of  the  year  in  dividends?    A.  Yes. 

Q.  Those  you  have  paid  out  on  matured  dividend  policies  and 
on  annual  dividend  policies  ?    A.  Yes. 

Q.  And  the  rest,  which  has  not  been  so  distributed,  has  been 
carried  to  your  general  surplus  account?    A.  Yes,  sir. 

Q.  Or  treated  as  unassigned  funds?    A.  Yes,  sir. 

O.  And  you  have  in  the  course  of  the  time  that  you  have  been 
actuary  of  the  company  increased  your  surplus  considerably, 
have  you  not?  A.  Well,  we  have,  but  I  would  like  to  make  a 
statement  there,  if  I  may,  Mr.  Hughes. 

Q.  Yes.  A.  The  surplus  has  increased  there,  but,  of  course,  a 
large  part  of  that  increase  is  due  to  the  increase  on  the  survivor- 
ship dividends. 
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Q.  You  mean  by  those  deferred  dividend  policies?  A.  Yes, 
we  call  them  survivorships. 

Q.  You  mean  the  large  part  of  it  consists  in  accumulations? 
A.  Practically  all  of  it. 

Q.  Which  you  are  carrying  for  the  benefit  of  those  who  will 
be  entitled  to  dividends  at  the  expiration  of  their  respective  pe- 
riods?   A.  Yes,  sir. 

Q.  Now,  in  calculating  the  amounts  apportionable  to  deferred 
dividend  policyholders,  what  method  do  you  adopt?  A.  We 
allot  them  or  we  make  a  memorandum  of  exactly  the  same  div- 
idend as  the  similar  annual  dividend  policy  would  have. 

Q.  You  calculate  your  annual  dividends,  then?    A.  Yes. 

Q.  And  keep  an  account  with  each  policyholder?    A.  Yes. 

Q.  Do  you  credit  him  with  the  present  worth  of  his  accumu- 
lations of  annual  dividends?  A.  No,  we  enter  up  the  same  as 
the  actual  annual  dividend  and  allow  interest  on  it. 

Q.  Have  you  a  specimen  account  here  which  you  keep  with 
the  policyholders?    A.  No. 

Q.  How  do  you  determine  the  amount  payable  to  an  annual 
dividend  policyholder?  A.  Well,  we  have  our  profits  for  the 
year,  and  we  find  out  how  much  our  mortality  saving  has  been, 
and  how  much  our  excess  interest,  and  then  we  make  up  a  divi- 
dend which  is  composed  of  practically  three  items,  the  mortal- 
ity savings  and  interest  savings  and  a  small  amount  remaining 
over  from  the  loading  of  the  premium. 

Q.  Do  you  make  an  exact  calculation  of  your  loadings  for 
the  year?    A.  Yes,  sir. 

Q.  And  do  you  divide  up  all  your  earnings  for  the  year?  A. 
We  have,  practically,  yes,  sir. 
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Q.  What  do  you  mean  by  practically?  A.  Why,  we  have  only 
increased  the  last  three  or  four  years,  increased  our  general  sur- 
plus less  than  one  hundred  thousand  dollars;  that  is  in  the  last 
three  years. 

Q.  You  increased  it  one  hundred  thousand  dollars  last  year, 
did  you  not?  A.  No,  I  mean  our  general  surplus  over  and 
above  survivorships,  our  Simon  pure  surplus. 

Q.  How  do  you  figure  your  Simon  pure  surplus?  A.  Simply 
take  from  the  general  amount  the  amount  of  the  survivorships. 

Q.  How  can  you  calculate  the  gross  amounts  applicable  to  the 
first  dividend  policies  without  taking  the  entire  amount,  or 
seven-eighths  of  your  profits  ?  In  other  words,  what  right  have 
you  to  set  apart  any  amount  as  a  Simon  pure  surplus  in  excess 
of  one-eighth  of  your  profits?  A.  Well,  after  allowing,  I  think 
you  will  find  the  charter  says,  after  making  an  adequate  provi- 
sion for  all  liabilities,  the  balance  of  seven-eighths  can  be  paid 
to  policyholders — the  balance,  it  says. 

Q.  You  take  a  certain  amount  of  the  profits  in  order  to  make 
an  adequate  provision  for  outstanding  policies  in  addition  to 
your  reserve?    A.  That  is  practically  it,  yes,  sir. 

Q.  Upon  what  basis  is  your  reserve  calculated?  A.  On  pol- 
icies prior  to  January  ist,  1901,  on  the  actuaries'  four  per  cent, 
table.  Since  then  on  the  American  three  and  three  and  a  half 
per  cent,  table. 

Q.  Did  not  you  regard  that  reserve  as  an  adequate  provision 
for  your  policies?    A.  Not  entirely. 

Q.  Why  not?  A.  Because  it  would  be  very  unsafe  for  a  com- 
pany to  go  ahead  and  do  business  with  nothing  but  the  reserve. 
A  sudden  heavy  death  loss  or  a  depreciation  would  close  you  up. 
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Q.  Then  you  aim  to  keep  a  certain  amount  in  excess  of  your 

reserve  as  an  adequate  provision  for  your  policies?    A.  Yes,  sir. 

Q.  And  you  aim  to  either  distribute  or  hold  for  distribution 

any  excess  of  your  profits  over  and  above  that  amount?     A. 

Yes,  sir. 

Q.  And  do  you  determine  each  year  how  much  you  will  set 
aside  as  a  part  of  what  you  call  your  Simon  pure  surplus  and 
what  part  will  be  apportioned  for  deferred  dividend  policies? 
A.  Well,  we  cannot  settle  it  exactly  in  dollars  and  cents.  We 
know  very  near  it,  indeed,  because  some  poHcyholders  may  die 
before  they  get  dividends. 

Q.  What  is  the  total  amount  of  the  surplus  now  aggregating 
$1,854,674  as  it  stood  on  December  31st,  1904,  which  you  cal- 
culate as  held  for  policyholders?    A.  $984,379. 

Q.  Then  you  have  left  something  like  nine  hundred  thou- 
sand dollars?    A.  Yes,  sir. 

Q.  As  a  contingent  fund?    A.  Yes,  sir. 

Q.  That  has  been  made  out  of  profits?  A.  That  has  been 
made  out  of  profits  since  the  organization  of  the  company. 

Q.  And  the  policyholders  are  entitled  to  seven-eighths  of 
that?  A.  Well,  I  suppose  if  the  amount  was  to  be  divided  up, 
but,  of  course,  part  of  that  is  the  adequate  provision  we  make 
for  liabilities  under  the  charter. 

Q.  Well,  seven-eighths  of  it,  if  it  is  profit,  belongs  to  the  pol- 
icyholders.    The  question  is  whether  it  is  profit  ?    A.  Yes. 

Q.  Have  you  any  scheme  or  plan  for  the  division  of  that  nine 
hundred  thousand  dollars  at  any  time?  A.  No,  because  we  re- 
gard that  as  adequate  provision  for  liabilities. 
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Q.  As  a  practical  matter  you  do  not  pay  any  attention  to  the 
provision  for  a  seven-eighths'  distribution?  A.  Well,  the 
amount  that  we  divide  up,  the  policyholders  will  get  seven- 
eighths  of  it,  and  the  stockholders  one-eighth. 

Q.  You  do  not  make  any  division  into  eighths,  as  a  practical 
matter?  A.  Well,  I  don't  think  I  quite  understand  that  question. 
We  find  out  that  the  profits  for  the  year  will  be  so  much,  and 
about  so  much  will  be  paid  out,  and  the  stockholders  will  get 
one-eighth,  the  regular  dividend,  and 

Q.  Do  they  get  one-eighth  or  less  ?    A.  Generally  less. 

Q.  You  do  not  make  any  calculation  on  the  basis  of  an 
eighth?    A.  Well,  we  generally  see  it  is  less  than  one-eighth. 

Q.  Can  you  show  me  any  calculation  by  which  you  have  ever 
divided  your  profits  into  eighths?  A.  I  could  show  you  how 
much  we  have  paid  out  each  year  and  the  gross  amount  paid  out 
to  the  stockholders  is  considerably  less  than  one-eighth  of  the 
amount  paid  out  to  the  policyholders,  leaving  out  entirely  the 
amount  set  aside 

Q.  Take  the  year  1904.  Out  of  the  total  profits  for  1904, 
which  aggregate,  as  I  understand  it,  $224,000?    A.  Yes. 

Q.  How  much  did  you  set  aside  for  dividends  due  or  accrued 
and  to  accumulate?  A.  I  will  have  to  get  that  out.  I  have 
not  got  those  figures  here. 

Q.  Can  you  tell  me  approximately?  A.  Well,  approximately 
the  total  amount  we  would  pay  out  in  dividends  for  1904,  as  near 
as  I  can  remember^  was  about  two  hundred  thousand  dollars.  It 
would  be  very  near  that. 

Q.  The  total  amount  you  paid  was  $124,000?  A.  And  set 
aside. 
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Q.  And  set  aside?    A.  Yes. 

Q.  And  then  did  you  set  aside  for  deferred  dividend  policies 
upward  of  seventy-five  tliousand  dollars' in  the  year?  A.  Yes, 
sir,  the  actual  dividends. 

Q.  I  do  not  mean  for  actual  dividends,  but  for  dividends  when 
they  matured?    A.  Yes. 

Q.  Upwards  of  seventy-five  thousand  dollars?  A.  Upwards 
of  $75,000. 

Q.  So  is  it  fair  to  say  that  of  the  total  of  $224,000  you  actually 
set  aside  $200,000?    A.  Yes,  sir,  almost  exactly. 

O.  So  that  you  only  increased,  exclusive  of  these  accumula- 
tions, your  free  surplus  last  year  by  about  $24,000?  A.  It  will 
be  a  trifle  more  than  that. 

Q.  About  $25,000?  A.  Something  over  that,  I  think.  A 
trifling  amount.  In  round  numbers  call  it  twenty-five  thousand 
dollars. 

Q.  I  notice  that  in  1874  your  surplus  was  $1,373,953,  and  in 
1904  it  is  $1,854,674.  It  appears  that  in  1884  it  was  $1,710,459. 
What  is  the  explanation?  A.  I  don't  know  that  I  am  competent 
to  answer.  I  was  not  connected  with  the  company  at  that  time. 
Q.  From  your  acquaintance  with  its  affairs,  have  you  any 
answer  to  that?  A.  I  think  back  in  those  earUer  years  they 
were  paying-  out  too  large  dividends — they  were  paying  very 
large  dividends. 

Q.  Has  the  amount  set  aside  as  dividends  been  decreased  in 
late  years  ?  A.  Not  since  I  have  been  with  the  company.  Every 
year  since  I  have  been  with  the  company  we  have  shown  a  grad- 
ual increase. 
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Q.  Do  the  amounts  appear  to  be  less  than  those  formerly 
set  aside  ?    A.  That  depends  entirely  on  how  far  back  you  go. 

Q.  I  find  in  1879  that  two  hundred  and  fifty  thousand  dol- 
lars was  paid  in  dividends  to  policyholders  and  in  1900  fifty-one 
thousand  dollars,  and  in  1903  seventy-six  thousand  dollars,  and 
in  1904  a  hundred  and  twenty-four  thousand  dollars.  Do  you 
know  how  it  was  that  the  dividends  were  two  hundred  and 
fifty  thousand  dollars  in  1879?  A.  I  don't  know.  I  was  not 
connected  with  the  company. 

Q.  No,  but  from  your  acquaintance  with  the  history  of  the 
company,  have  you  any  reasons  which  occurred  to  you  for  that? 
A.  Excepting  in  those  days  the  profits  were  very  large,  indeed, 
which  we  do  not  have  nowadays.  The  interest  rate  was  very 
high  and  the  profit  from  lapses  was  very  high  as  the  company 
gave  practically  nothing  back. 

Q.  What  proportion  of  the  reserve  do  you  give  in  surrender 
values  now?  A.  Our  gain  and  loss  exhibits  will  show.  I  think 
it  is  somewhere  around  seventy  or  eighty  per  cent. 

Q.  What  is  your  rate  of  lapses?  A.  I  cannot  say  that  off- 
hand. 

Q.  Approximately?  A.  Well,  what  do  you  mean,  on  first 
year,  second  year,  third  year  or  what? 

Q.  Well,  I  would  like  to  have  it  on  first  year,  second  year 
and  third  year.    A.  I  could  not  say  that. 

Q.  Take  the  Exhibit  here  shown  by  the  Blue  Book  on  the 
amount  of  business  done  in  the  last  few  years  and  compare  it 
with  your  net  increase  and  see  if  that  will  refresh  your  recol- 
lection (handing  book)  ?    A.  No,  I  cannot  say  offhand. 
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Q.  It  is  very  considerable  ?  A.  Yes,  our  lapsed  ratio  is  quite 
high. 

Q.  What  is  your  recollection  of  that?  A.  Well,  the  policies 
won't  stick,  and  the  competition  of  business,  twisting  and  one 
thing  and  another. 

Q.  Is  there  any  reason  why  the  policies  should  not  stick  in 
the  case  of  the  Manhattan  Life  Insurance  Company,  which  does 
not  obtain  in  any  other  company?  A.  Our  lapsed  rate  is  not 
so  terribly  excessive.    It  is  high. 

Q.  Can  you  give  me  an  idea  about  what  it  is?  A.  Well,  I 
could  not  say  offhand. 

Q.  Subject  to  correction  if  you  find  you  are  in  error.  A.  No, 
I  would  not  like  to  make  a  wild  estimate. 

MR.  HUGHES:  I  will  read  in  evidence  from  the  statement 
furnished  by  the  company  to  the  committee  the  following: 

That  in  apportioning  the  annual  dividends  the  Manhattan 
follows  the  usual  practice  of  other  American  companies  and  em- 
ploys the  general  principles  of  the  contribution  formula.  The 
dividend  is  composed  of  three  elements,  and  for  this  year  is  as 
follows  :  (The  dividend  year  running  from  July  ist  to  July  ist.) 

First.  The  portion  of  loading  remaining  after  making  deduc- 
tions for  expenses.  The  expense  deductions  for  the  various 
forms  of  policies  averaging  about  i8  per  cent,  of  the  gross 
premium,  plus  75  per  cent,  per  thousand  insurance. 

Second.  Gain  from  interest  amounting  to  7-20  of  i  per  cent, 
on  the  reserve. 
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Third.  Mortality  gain,  amounting  to  5  per  cent,  of  the  cost  of 
insurance. 

Profits  from  lapsed  and  surrender  are  applied  toward  the 
gross  expenses  of  the  company.  Also  a  portion  of  the  mortal- 
ity gains,  and  also  a  portion  of  the  excess  interest  earned. 

In  making  the  apportionment  to  deferred  dividend  policies  at 
the  completion  of  their  dividend  period  they  are  given  dividends 
calculated  in  the  same  general  character  as  annual  dividend  pol- 
icies plus  interest  and  plus  the  dividend  accumulation  which 
would  have  been  earned  by  deferred  dividend  policies  that  have 
been  terminated  by  lapse,  death  and  otherwise. 

Q.  Your  estimate  of  deferred  dividend  policies  and  results  are 
not  ready  to-day,  I  understand?    A.  No,  sir. 

Q.  They  will  be  ready  in  the  morning?    A.  Yes. 

HENRY  B.  STOKES,  resumed. 

BY  MR.  HUGHES : 

Q.  My  attention  has  been  called  to  the  expenses  of  your  busi- 
ness in  comparison  with  the  business  of  certain  other  companies 
as  shown  by  certain  correspondence,  which  I  place  in  your  hands 
and  which  I  suppose  is  familiar  to  you.  Is  it  a  fact  that  the  ex- 
pense of  that  business  as  compared  with  the  premium  receipts 
is  in  excess  of  that  of  many  other  companies?  A.  Well,  I  am 
not  entirely  familiar  with  this  paper.    Mr.  Torrey  has  had  entire 
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charge  of  the  matter.  I  knew  Mr.  Clark,  and  met  him  the  other 
day. 

Q.  You  can,  apart  from  the  paper,  explain  to  me  what  the  ex- 
pense ratio  of  your  company  is,  and  why  it  should  be  as  high  as 
it  appears  to  be?  A.  Well,  in  consequence,  as  I  remarked  this 
morning,  of  the  commissions  to  agents,  on  new  business  in  pro- 
portion to  our  premium  account,  but  our  purpose  is  to  decrease 
our  renewals,  and  in  time  I  think  we  will  reduce  the  ratio. 

Q.  Has  it  been  a  large  ratio  of  expense  to  renewals  for  a  num- 
ber of  years  ?    A.  I  cannot  quote  the  ratio  for  a  number  of  years. 

Q.  Are  real  estate  loans  in  any  way  placed  in  such  a  manner 
that  you  receive  any  commission  in  connection  with  them?  A. 
No,  sir. 

Q.  Never  have?    A.  Never  have. 

Q.  Are  these  all  the  collateral  loans  in  force  at  the  present 
time  (showing  witness  paper)  ?    A.  Yes,  sir. 

(Paper  marked  Exhibit  906  for  identification.) 

Q.  I  would  like  to  have  you  furnish  me  -with  a  statement  of 
the  collateral  accompanying  these  loans.  My  attention  is  called 
to  the  Little  Falls  and  Dolgeville  Railroad  Company  bonds  held 
by  you.    Do  you  hold  the  par  value,  $75,000?    A.  Yes,  sir. 

Q.  You  have  held  them  for  some  years?    A.  A  few  years. 

Q.  Are  they  the  same  bonds  which  appear  in  your  1898  ac- 
count or  statement?    A.  They  are  the  same. 

Q.  How  does  it  happen  that  the  book  value  appears  different 
in  the  reports  of  1898  and  1904?  A.  There  were  more  bonds 
and  reduced  to  $75,000. 
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Q.  There  were  more  bonds  originally?    A.  Yes,  sir.  ~ 

Q.  Then  the  former  bonds  were  of  a  larger  amount?  A. 
Yes,  sir. 

Q.  Was  there  a  reorganization  there?,   A.  Yes,  sir. 

Q.  And  you  subsequently  obtained  bonds  which  stood  you  in 
a  lower  cost?    A.  Lower  rate. 

Q.  Did  you  dispose  of  your  earlier  bonds?  A.  No,  sir,  sold 
nothing. 

Q.  Then  how  did  it  happen  that  the  cost  or  book  value  is  so 
much  less  in  1904,  as  appears  in  your  annual  statement,  than 
it  was  in  1898  ?  A.  1904  would  be  the  reduced  number  of  bonds 
on  a  three  per  cent,  basis,  and  here  was  $150,000  bonds. 

Q.  In  each  case  I  am  referring  to  the  cost.  Have  you  marked 
off  the  cost?  This  is  book  value  and  the  other  is  cost  value.  A. 
I  can  explain  it  there  but  I  cannot  here. 

Q.  Do  you  remember  the  circumstances  attending  the  tem- 
porary loan  to  which  reference  is  made  in  connection  with  the 
bonds?  A.  I  remember  we  loaned  Alfred  L.  Dolge  some  money 
on  some  first  and  second  mortgage  bonds  of  the  Little  Falls  & 
Dolgeville  Road.    I  remember  the  collateral  was  $75,000  each. 

Q.  What  was  the  amount  of  that  loan?  A.  I  think  it  was 
$125,000. 

Q.  On  $150,000  par  of  these  bonds?  A.  Oh,  no,  we  had 
other  collateral;  I  cannot  give  you  what  the  other  collateral 
was,  but  we  had  other  collateral. 

Q.  When  was  the  loan  made?    A.  I  cannot  answer  that. 

Q.  Did  you  lose  on  that  loan?    A.  Not  yet. 

Q.  Is  it  still  open?  A.  No,  the  only  collateral  that  was  left 
and  never  realized  on  it. 


6213 


Testimony  of  Henry  B.  Stokes 

Q.  What  is  the  value  of  the  collateral  that  was  left?  A.  I 
should  think  something  like  $76,000  for  the  bonds  and  we  had 
some  little  stock  which  I  do  not  recall  how  much. 

Q.  How  much  was  paid  on  the  loan?  A.  I  don't  know  what 
the  balance  was. 

Q.  You  don't  know  how  it  stands  at  present?  Does  that  ap- 
pear among  your  collateral  loans?  A.  No,  not  now.  It  would 
appear  on  the  long  list  of  loans  made  in  the  last  ten  years. 

Q.  What  was  done  to  liquidate  or  dispose  of  the  loan  ?  A.  We 
sold  off  certain  collateral  and  paid  the  loan  down. 

Q.  Has  the  loan  been  paid  off  ?    A.  I  consider  it  has. 

Q.  Have  you  marked  the  loan  off  your  books?  A.  As  a  loan, 
yes,  sir. 

Q.  Did  you  do  that  without  its  being  paid?  A.  We  took  the 
assets  that  were  left  for  the  loan. 

Q.  By  agreement  with  Mr.  Dolge  did  you  release  him  and  take 
the  securities  in  payment  ?  A.  I  don't  know  that  we  conferred  with 
him;  I  don't  recall  conferring  with  him. 

Q.  How  did  it  happen  that  you  could  take  it  out  of  your  loan 
account  in  that  way?    A.  He  was  in  default  and  failed. 

Q.  Did  you  foreclose  on  the  collateral  ?    A.  Practically,  yes. 

Q.  You  bought  it  in?    A.  At  auction. 

Q.  Did  you  take  the  collateral  at  the  time  you  foreclosed  on  it  ? 
A.  Yes,  we  practically  took  the  title. 

Q.  You  hold  the  collateral  now  or  what  is  left  of  it?     A.  Yes. 

Q.  And  the  loan  was  marked  off  the  books?    A.  As  a  loan. 

Q.  As  a  foreclosed  loan?    A.  Yes. 

Q.  And  you  took  whatever  you  got  in  as  collateral  against 
whatever  you  had  paid  out  for  the  balance  due  the  loan  ?    A.  Yes. 
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Q.  Is  this  a  statement  of  your  average  balances?  (Showing 
witness  paper.)     A.  Yes,  sir. 

(Paper  marked  Exhibit  907  for  identification.) 

Q.  The  point  that  my  attention  is  directed  to  is  how  you  carried 
the  bonds  at  a  different  book  value  than  they  were  carried  pre- 
viously— can  you  explain  that?     A.  Not  here. 

Q.  Now,  with  regard  to  the  monthly  balances  of  cash,  you 
carry  your  main  balance  in  the  Knickerbocker  Trust  Company  and 
Mechanics'  National  Bank?  A.  And  the  Citizens'  National 
Bank,  and  a  small  amount  in  the  Union  Trust  Company. 

Q.  Your  total  cash  balances  monthly  varied  from  $100,000  to 
$600,000.  What  interest  do  you  obtain  upon  them  ?  A.  In  some 
cases  two  and  in  some  cases  three. 

O.  What  does  the  Mechanics'  National  Bank  pay  you?  A.  I 
think  2^. 

Q.  How  long  has  it  paid  2^?  A.  Always  paid  the  same  rate, 
whatever  it  is. 

Q.  I  am  referred  to  a  letter  from  the  Mechanics'  Bank  saying 
that  since  your  account  was  opened  in  that  bank  they  have  been 
allowing  you  interest  on  the  daily  balances  at  the  rate  of  25^2  per 
cent. — is  that  correct?    A.  Yes,  sir. 

Q.  And  your  rate  with  the  Knickerbocker  Trust  Company  is 
what?     A.  I  think  it  is  three. 

Q.  Three  per  cent. ;  and  your  rate  with  the  Citizens'  Central 
National  Bank  is  what?     A.  I  think  that  is  two. 

Q.  Here  is  a  letter  which  purports  to  state  it  which  I  will  read : 
"We  beg  to  advise  you  that  on  your  general  account  we  have 

621S 


Testimony  of  Henry  B.  Stokes 

been  crediting  you  at  the  rate  of  2  per  cent,  on  the  excess  of 
$25,000,  and  on  special  deposits  represented  by  certificates  of 
deposit,  which  are  subject  to  call  on  five  days'  notice,  we  paid  you 
3  per  cent.,  except  in  March,  1903,  the  rate  on  certificates  of  de- 
posit was  4  per  cent.,  and  in  August,  September,  October  and 
November,  1903,  3-i  per  cent."  Is  that  correct?  A.  I  believe  it 
to  be  so. 

Q.  Is  $25,000  free  of  interest?     A.  Yes,  sir. 

Q.  Has  the  company  any  interest  in  the  Citizens'  Central  Na- 
tional Bank?    A.  100  shares  of  stock. 

Q.  Is  it  interested  in  the  Knickerbocker  Trust  Company?  ^A. 
No,  sir. 

Q.  Is  it  interested  in  the  Mechanics'  National  Bank?  A.  100 
shares  of  stock. 

Q.  Do  you  participate  in  any  loans  made  by  the  bank — that 
is  to  say  do  they  give  you  a  participation  ?    A.  No,  sir. 

Q.  Have  you  participated  with  any  bank  in  the  making  of  loans 
by  it?     A.  No,  sir. 

Q.  For  commissions  or  otherwise?     A.  No,  sir. 

Q.  What  has  been  the  expense  of  your  Syracuse  agency — do 
they  average  fifteen  thousand  dollars  a  year?  A.  Why,  no,  I 
cannot  give  you  the  figure,  but  no  such  amount  as  that. 

Q.  Can  you  give  me  approximately  the  amount?  A.  I  should 
not  think  more  than  twenty-five  hundred  dollars. 

Q.  What  amount  of  insurance  does  that  agency  turn  in  on  an 
average?  A.  I  should  think  over  six  hundred  thousand  dollars  a 
year,  besides  collecting  old  premiums. 

Q.  Who  is  in  charge  of  that  agency?  A.  Mr.  Maynard — O. 
C.  Maynard. 
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Q.  Do  you  recall  an  effort  on  the  part  of  the  agencies  of  your 
company  to  obtain  proxies  a  few  years  ago  ?    A.  Some  few. 

Q.  Did  Mr.  Hendricks,  now  deceased;  Mr.  Maynard,  of  Syra- 
cuse, and  Mr.  Daniel,  of  New  York,  take  steps  to  obtain  proxies 
from  policyholders  ?    A.  I  don't  know  that  all  of  them  did. 

Q.  Did  some  of  them?    A.  I  believe  so. 

Q.  What  happened?    A.  Well,  they  got  them. 

Q.  Were  they  dismissed?    A.  For  that? 

Q.  Were  they  dismissed?    A.  One  was. 

Q.  Who  was  that?    A.  Mr.  Daniels. 

Q.  And  what  was  he  dismissed  for?  A.  Well,  he  was  a  very 
difficult  man  to  handle. 

Q.  Was  it  because  he  had  endeavored  to  get  proxies?  A.  No, 
sir;  it  was  his  methods. 

Q.  Was  Mr.  Maynard  dismissed?    A.  No,  sir. 

Q.  And  subsequently  taken  back?  A.  I  do  not  recall  that  he 
was,  sir. 

Q.  Who  is  in  charge  of  your  agency  system  ?  A.  W.  P.  Lane, 
vice-president. 

MR.  HUGHES :  Now,  Mr.  Stokes,  if  you  will  have  the  actuary 
of  your  company  present  the  estimate  of  results,  that  information 
asked  for,  I  will  excuse  you. 

Q.  I  am  requested  to  ask  yoti  the  total  amount  your  company 
has  received  from  policyholders  since  its  organization.  A.  May  I 
read  that,  sir? 

Q.  Yes.  A.  Since  the  organization  the  company  has  received 
from  policyholders  the  sum  of  $67,624,000.  It  has  paid  to  policy- 
holders, $54,025,000 ;  and  the  assets  amount  to  $18,000,000.    The 
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total  payment  to  policyholders,  plus  the  present  assets,  is  about 
five  milHons  of  dollars  more  than  the  total  premiums  received. 

Q.  And  the  assets  amounting  to  over  eighteen  million  dollars 
are,  with  the  exception  of  about  $1,750,000.00,  held  as  the  legal 
reserve?    A.  Yes,  sir. 

GEORGE  G.  HAVEN,  resumed: 

BY  MR.  HUGHES: 

Q.  Mr.  Haven,  you  have  been  asked  to  produce  a  statement 
of  your  syndicate  participations.  Is  this  the  statement  (show- 
ing witness  paper)?     A.  Yes,  sir;  it  is. 

Q.  And  this  is  complete?  A.  This  is  complete,  according 
to  the  record. 

Q.  Of  all  the  syndicates  in  which  the  Mutual  Life  was  in- 
terested, or  where  the  Mutual  bought  bonds  from  the  syndi- 
cate managers?  A.  According  to  their  statements.  I  have 
not  gone  back  of  their  statements. 

Q.  Have  you  gone  into  it  sufficiently,  so  that  you  know  it 
includes  the  cases  where  the  Mutual  Life  has  bought  bonds 
from  syndicate  managers  ?     A.  Yes,  sir ;  so  far  as  I  can  find  out. 

MR.  HUGHES :  I  offer  that  in  evidence. 

THE  WITNESS:  May  I  correct  a  statement? 

MR.  HUGHES :  Just  a  moment,  when  this  is  marked.       ,- ; 
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Q.  You  say  you  desire  to  make  a  correction?    A.  Yes,  sir. 

Q.  What  is  the  correction?  A.  I  stated  yesterday  to  the 
Committee  that  to  the  best  of  my  recollection  the  salary  com- 
mittee was  appointed  by  the  President.  I  have  seen  the  Chair- 
man of  the  committee  to-day,  sir,  and  he  called  my  attention 
to  the  fact,  stated  to  me  that  the  salary  committee  of  which  he 
was  one,  was  appointed  by  the  finance  committee  nearly  twenty 
years  ago,  and  there  had  been  nothing  done  since. 

Q.  Was  the  salary  committee,  in  fixing  the  salaries  of  the 
executive  officers  within  a  recent  period,  acting  under  authority 
conferred  by  the  finance  committee  twenty  years  ago?  A.  I 
so  understand  it,  sir. 

Q.  And  there  has  been  no  action  taken  by  the  finance  com- 
mittee?   A.  Oh,  yes. 

Q.  Or  under  the  by-laws  for  the  appointment  of  any  salary 
committee  other  than  that?  A.  Yes,  sir;  there  has  been  ac- 
tion taken  lately. 

Q.  Oh,  yes;  but  I  mean  prior  to,  say,  June  1st,  1905?  A. 
No,  sir ;  I  don't  think  that  there  has. 

Q.  Never  has  been  taken?  A.  The  salary  committee — this 
is,  of  course,  as  I  am  told,  was  appointed  nearly  twenty  years 
ago  by  the  finance  committee.  I  think  that  was  before  my 
time. 

Q.  Did  you  bring  with  you  a  statement  of  the  bank  balances 
at  the  present  time?    A.  Yes,  sir. 

MR.  HUGHES :  I  offer  it  in  evidence. 
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THE  WITNESS :  That  was  as  of  yesterday,  Mr.  Hughes. 
That  was  a  copy  of  the  one  presented  to  the  finance  committee 
yesterday. 

Paper  marked  Exhibit  No.  909,  and  read  in  evidence  by  Mr. 
Hughes. 

Q.  You  apparently  have  round  amounts  in  a  number  of  trust 
companies?    A.  Yes,  sir. 

Q.  Those  are  deposits  that  are  not  drawn  upon?    A.  Inactive 
accounts. 

Q.  Has  there  been  any  change  in  the  rate  of  interest  upon  those 
inactive  accounts  of  late?  A.  I  think  there  was  a  rise  of  a  half 
per  cent,  on  several  of  them  about  possibly  a  month  or  two  ago — 
I  cannot  carry  the  dates. 

Q.  What  are  the  rates  of  interest  so  far  as  you  can  recall  them 
on  those  accounts  at  present?  A.  The  Bank  of  Commerce,  I 
think,  pays  2  per  cent.,  the  Frst  National  Bank — ^I  don't  know, 
I  doubt  if  they  pay — that  is  an  account  where  all  the  small  pay- 
ments are  made;  it  is  a  very  active  account,  and  gives  a  great 
deal  of  work — I  am  not  sure,  but  I  think  so — the  Merchants' 
Exchange  is  a  small  account,  and  they  mostly  have  the  salary 
account.  The  American  Exchange  used  to  be  their  active  account 
until  they  acquired  an  interest  in  the  Bank  of  Commerce,  which 
is  their  main  account  at  present.  The  Guaranty  Trust,  I  think, 
pays  2^;  I  think  their  deposit  is  $250,000,  and  I  think  they  pay 
24. 

Q.  Have  you  reduced  the  amount  kept  on  deposit  with  the 
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Guaranty  Trust  Company  ?    A.  They  have  all  been  reduced ;  I  am 
not  so  sure  about  the  Bank  of  Commerce,  but  the  others  have. 

Q.  The  Guaranty  Trust  Company  now  has  a  deposit  in  an  inac- 
tive account  of  $250,000,  at  what  rate  of  interest  ?    A.  I  think  2^. 

Q.  And  formerly  it  was  what?  A.  One  time  it  was  2,  and 
afterwards  2^. 

Q.  The  United  States  Security  &  Trust  Company  now  has 
$250,000.     Formerly  it  was  what?    A.  I  don't  know,  sir. 

Q.  What  is  its  present  rate  of  interest?  A.  I  presume  it  is 
the  same ;  I  do  not  suppose  any  different ;  I  don't  know  anything 
about  it. 

Q.  As  it  was  formerly?  A.  I  presume  it  is  the  same  as  the 
other  companies. 

Q.  With  the  Central  Trust  Company  you  have  a  bank  balance 
now  of  $250,000 — what  is  the  rate  of  interest  on  that  ?  A.  I  can 
only  answer  you  I  think  they  are  all  alike. 

Q.  And  what  is  that?     A.  2^  now. 

Q.  2^  per  cent.?    A.  And  2  at  one  time. 

Q.  That  is  prior  to  a  month  or  six  weeks  ago?  A.  Perhaps 
two  months  ago.  May  I  state  in  connection  with  the  Central 
Trust  that  the  life  company  is  a  large  holder  in  the  Central  Trust. 

Q.  Your  bank  balances  as  of  December  27,  1905 — that  is,  your 
total  of  bank  balances,  appears  to  be  $7,662,382.77,  of  which 
$3,543,963.55  is  with  the  National  Bank  of  Commerce?  A.  Yes, 
sir. 

Q.  Are  those  balances  insufficient  according  to  your  judgment? 
A.  I  think  they  are. 

Q.  What  makes  you  think  so?  A.  Well,  sir,  I  am  not  posing 
as  an  expert,  but  I  think  with  four  hundred  and  fifty  million 
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dollars  of  capital  that  a  larger  amount  of  cash  should  be  kept  on 
hand,  considering  the  number  of  accounts  that  are  required. 

Q.  How  long  have  you  had  a  cash  balance  Of  about  seven 
million?  A.  Well,  the  balances  were  reduced  possibly  some  time 
ago,  and  finally  a  further  reduction  of  say  a  month  ago. 

Q.  Was  that  on  the  action  of  the  finance  committee?  A.  It 
was. 

Q.  Did  you  oppose  it  ?  A.I  said  I  thought  we  were  going  too 
far. 

Q.  You  asquiesced  in  the  sentiment  of  the  majority?  A.  Yes, 
sir. 

Q.  Have  you  experienced  any  inconvenience  in  the  transac- 
tion of  your  business  with  the  bank  balance  of  seven  million 
dollars  ?    A.  Personally,  no. 

Q.  I  do  not  mean  personally,  I  mean  the  Mutual  Life?  A.  I 
don't  know  that  they  have,  sir. 

Q.  You  have  not  heard  of  anything  of  the  sort?  A.  No,  sir, 
I  have  not. 

Q.  Why  shouldn't  seven  million  dollars  free  money  be 
enough  to  provide  for  such  payments  as  you  have  to  make?  A. 
Shall  I  give  my  reasons?  "We  have  very  large  transactions  at 
times  and  are  offered  large  blocks  of  securities,  and  when  we 
make  large  mortgage  loans  we  get  a  better  rate  on  mortgages  of 
a  million  or  a  million  and  a  half  than  most  people  do  on  small 
mortgages  of  $10,000  or  $20,000,  and  we  are  liable  to  be  called 
on  for  large  amounts  of  money  without  notice  or  within  a  day's 
notice,  and  it  seems  to  me,  in  the  magnitude  of  the  business,  that 
ten  million  dollars  would  be  a  very  moderate  sum. 

Q.  I  am,  of  course,  referring  to  your  average  balance  after 
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you  have  made  all  your  investments — ^the  amount  you  carry  on 
the  average  uninvested?    A.  We  make  investments  day  by  day. 
Q.  You  think  ten  million  dollars  would  be  adequate?     A.  I 
think  that  should  be  as  little  as  proper. 

BY  THE  CHAIRMAN: 

Q.  You  get  receipts  day  by  day,  too,  of  course?  A.  Those 
come  in  pretty  regularly,  you  know — the  agency  returns  are  pret- 
ty regular. 

Q.  I  was  only  emphasizing  Mr.  Hughes'  point,  which  seems 
to  escape  you,  that  seven  million  dollars  represents  a  free  bal- 
ance after  loans  were  made  and  investments  made.  A.  Well, 
but  we  are  otTered  large  blocks  of  securities  which  it  is  desir- 
able to  pay  for  practically  immediately  or  within  a  day  or  so. 

BY  MR.  HUGHES: 

Q.  That  has  been  the  practice  for  years,  and  you  have  done 
that  and  still  kept  on  hand  sixteen  or  seventeen  million  dollars? 
A.  I  think  when  we  have  had  it  and  paid  out  for  securities,  then 
we  have  called  in  money  to  make  the  balance  up  to  what  is  was 
before. 

Q.  Taking  advantage  of  all  the  offerings  you  have  had  of 
large  blocks  and  of  investment  of  large  sums  in  mortgages,  you 
have  hitherto  carried  something  like  sixteen  or  seventeen  mil- 
lion dollars  of  free  money?    A.  I  think  so. 

Q.  At  very  low  rates  of  interest?     Isn't  it  a  decided  gain  to 
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your  company  to  have  about  ten  millions  of  that  invested?    A. 
The  majority  thought  so.    You  asked  me  my  opinion. 

MR.  HUGHES :  That  is  all  right.     I  am  glad  to  have  your 

statement. 

RICHARD  WIGHTMAN,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows: 

BY  MR.  HUGHES: 

Q.  Mr.  Wightman,  you  reside  in  the  City  of  New  York?  A.  I 
reside  in  Mount  Vernon. 

Q.  You  are  connected  with  the  Life  Insurance  Club  of  New 
York?    A.  Yes,  sir. 

Q.  In  what  capacity?    A.  President. 

Q.  Is  that  a  corporation?  A.  It  is  an  old  line  life  insurance 
'  company  incorporated  under  the  laws  of  this  State. 

Q.  When  was  it  incorporated?    A.  In  November  of  last  year. 

Q.  1904?    A.  Yes,  sir. 

Q.  Have  you  a  copy  of  your  certificate  of  incorporation?  A- 
Yes,  in  the  minutes  of  our  meetings,  not  a  printed  copy. 

Q.  You  are  organized  under  subdivision  i  of  Section  70  as 
for  the  purposes  stated  in  subdivision  i  of  Section  70  in  the  In- 
surance Law?    A.  Yes,  sir. 

Q.  You  are  a  stock  company  with  what  capital  stock?  A. 
One  hundred  thousand  dollars. 

Q.  And  has  it  been  paid  in  in  cash?    A.  Yes,  sir. 
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MR.  HUGHES:  I  will  read  in  evidence  from  Article  lo  of 
the  charter,  the  following: 

"Section  i.  The  officers  of  the  corporation,  within  thirty  days 
prior  to  the  second  Wednesday  of  January  in  each  year,  shall 
cause  an  estimate  to  be  made  of  the  profit  and  true  state  of  the 
affairs  of  the  corporation  as  near  as  may  be  for  the  preceding 
calendar  year,  which  estimate  shall  be  conclusive  upon  all  per- 
sons entitled  then  or  thereafter  to  share  in  any  distribution  of 
surplus. 

Sec.  2.  The  Board  of  Trustees  may  at  any  time  declare  a  divi- 
dend out  of  the  surplus  earnings  in  favor  of  the  policyholders. 
Such  dividend  to  be  applied  as  may  be  provided  in  the  corpora- 
tion's contract  of  insurance,  or  in  the  absence  of  any  provisions 
therein,  to  the  purchase  of  reversionary  insurance  with  the  cor- 
poration payable  with  the  policy,  or  to  the  purchase  of  annuity 
to  be  applied  in  reduction  of  future  premiums,  or  to  such  other 
purposes  as  the  board  may,  in  its  discretion,  determine  to  be  best 
for  the  interests  of  the  policyholders  and  of  the  corporation. 
The  declaration  of  any  dividend  to  policyholders,  the  amount 
thereof,  the  manner  and  time  of  distribution  and  the  class  or 
classes  of  policyholders  to  whom  distributable,  shall  be  in  the 
absolute  discretion  of  the  Board  of  Trustees,  and  the  policy- 
holders shall  not  have,  or  be  given  any  interest  whatsoever  in 
the  surplus  profits  or  accumulations  of  the  corporations  unless 
and  until  a  dividend  shall  have  been  declared  out  of  the  same  in 
their  favor  and  then  only  to  that  extent. 
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Sec.  3.  The  stockholders  of  the  corporation  may  receive  in  div- 
idends on  the  stock  held  by  them  such  dividends  to  be  in  such 
amounts  and  to  be  paid  at  the  time  and  in  the  manner  desig- 
nated by  the  trustees  of  the  corporation  in  their  discretion. 
The  net  earnings  and  receipts  of  the  corporations  over  and  above 
any  dividends  to  stockholders  and  to  policyholders  shall  be  ac- 
cumulated. 

Q.  Were  you  connected  with  the  life  insurance  business  be- 
fore the  formation  of  the  Life  Insurance  Qub  of  New  York? 
A.  I  was. 

Q.  With  what  companies  had  you  been  connected?  A.  With 
the  New  York  Life  Insurance  Company,  for  about  three  years. 

Q.  With  what  other  company?  A.  The  Reliance  Life  of 
Pittsburg. 

Q.  When  were  you  connected  with  the  Reliance  Life  of  Pitts- 
burg?   A.  From  June,  1903,  until  November,  1904. 

Q.  Were  you  previously  connected  witTi  the  New  York  Life? 
A.  I  was. 

Q.  For  how  many  years?    A.  Approximately  three  years. 

Q.  From  190010  1903?    A.  Yes,  sir. 

Q.  Where  did  you  operate?  A.  My  principal  office  was  at 
5  East  Forty-second  Street  in  this  city. 

O.  And  what  territory  did  you  have?  A.  I  secured  business 
in  the  United  States  and  Canada. 

Q.  How  did  you  secure  it?  A.  By  advertising  in  magazines 
and  periodicals. 

Q.  Did  you  secure  business  through  sub-agents?  A.  I  did 
not. 
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Q.  Did  you  conceive  the  notion  that  you  could  get  business 
by  advertising  without  the  intervention  of  sub-agents?    A.  I  did. 

Q.  How  long  did  you  try  that  with  the  New  York  Life?  A. 
My  plan  was  submitted  to  the  company  in  December,  1904,  and 
was  carefully  considered  at  the  home  office,  my  arrangements 
being  made  with  Vice  President  Perkins  and  Mr.  Kingsley  and 
Mr.  Buckner  and  the  Actuary  of  the  company.  The  club  at  that 
time  was  to  be  called  the  Outlook  Life  Insurance  Club,  and  my 
advertising  at  the  start  was  solely  in  the  magazine  known  as  the 
Outlook.  The  idea  being  to  procure  from  advertising  in  that 
periodical,  applicants  for  life  insurance  who  should  be  a  member 
of  this  club  for  policies  in  the  New  York  Life  Insurance  Com- 
pany, and  be  permitted  to  deposit  their  premiums  in  monthly  in- 
stalments, and  that  work  progressed  until  for  about  three 
months  in  1903,  when  my  contract  was  terminated  by  the  New 
York  Life  Insurance  Company. 

Q.  Upon  what  ground  was  it  terminated?  A.  Do  you  wish 
my  opinion  as  to  the  grounds,  Mr.  Hughes  ? 

Q.  Such  statement  as  you  can  properly  make,  yes. 

THE  CHAIRMAN:  We  prefer  the  facts,  Mr.  Witness. 

Q.  We  don't  want  anything  in  the  nature  of  conjecture,  we 
want  to  know  what  the  facts  are.  A.  Well,  I  know  no  reason 
under  the  contract,  under  the  terms  of  the  contract  there  was 
no  reason  for  termination. 

Q.  Had  your  business  been  successful  in  getting  policy- 
holders to  take  policies  or  in  getting  persons  to  take  policies 
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through  advertising?  A.  It  was  the  original  belief  of  the  com- 
pany that  no  business  could  be  obtained  in  this  way  and  con- 
viction was  my  original  capital.  That  conviction  was  exploited 
in  this  way,  and  I  became  the  largest  producer  of  business  from 
the  standpoint  of  number  of  policies  in  the  employ  of  the  New 
York  Life  Insurance  Company  or  any  other  company. 

Q.  How  do  you  mean  from  the  standpoint  of  number  of  pol- 
icies? A.  I  mean  that  not  from  the  standpoint  of  volume  in 
that  time,  but  from  the  number  of  policyholders  secured  I  pro- 
duced more  business  under  my  contract  than  any  other  agent, 
and  the  policies  averaged  about  $1,200. 

Q.  What  was  the  volume  of  the  business  that  you  obtained? 
A.  At  the  rate  of  a  million  and  a  half  a  year  from  two  periodicals 
for  those  three  months. 

Q.  Well,  you  mean,  then,  that  you  got  during  those  three 
months  a  quarter  of  a  million  and  a  half  a  year?    A.  Yes. 

Q.  Were  you  operating  more  than  three  months  under  that 
plan?  A.  About  three  months  with  the  New  York  Life.  After 
the  termination  of  the  contract  there  was  some  business  which 
came  as  the  result  of  the  advertising  which  had  been  done,  and 
it  is  impossible  to  stop  this  kind  of  work  in  a  month — a  can- 
vasser works  and  the  work  that  he  has  done  in  that  way,  that 
work  is  being  done  yet  in  the  sense  that  inquiries  are  coming  and 
being  answered  and  policies  being  written  on  the  original  adver- 
tising three  years  ago. 

Q.  That  work  cut  into  the  work  of  other  agents,  didn't  it? 
A.  I  believe  the  New  York  Life  received  some  complaints  from 
the  field  men  that  I  was  getting  business  away  from  them. 

Q.  What  was  the  average  of  the  policies,  I  mean  in  amount? 
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A.  Those  policies  averaged  $1,200  each  with  average  annual 
premiums  of  $53  a  thousand. 

Q.  After  you  left  the  New  York  Life  did  you  carry  on  the 
same  system  with  the  Reliance  ?    A.  I  did. 

Q.  For  how  long— did  you  say  a  year?  A.  Not  actively  for 
a  year.  I  was  with  them  for  that  time;  they  were  not  ready  for 
my  plan  for  several  months  after  my  contract  had  been  made. 

O.  Did  you  pursue  the  same  method  of  advertising  and  get- 
ting along  without  sub-agents?    A.  I  did. 

Q.  In  what  territory  did  you  work  through  the  United  States 
— through  the  United  States  and  Canada?    A.  Yes,  sir. 

Q.  In  what  magazines  did  you  advertise?  A.  I  advertised  in 
Scribner's,  The  Outlook,  Cosmopolitan,  Frank  Leslie's,  Christian 
Herald,  Ladies'  Home  Journal,  Saturday  Evening  Post,  Youths' 
Companion,  Delineator  and  others. 

Q.  How  did  your  business  thrive  during  that  period  when  you 
were  with  the  Reliance?  A.  The  inquiries  were  as  numerous  as 
in  the  other  cases,  and  the  business  was  somewhat  less  in  volume 
per  100  letters  received. 

Q.  How  did  it  stand  in  the  number  of  policies  which  you  were 
able  to  place  with  the  Reliance?  A.  I  wrote  practically  twice  as 
many  with  the  Reliance  as  with  the  New  York  Life. 

Q.  For  the  same  period?    A.  Yes,  of  active  work. 

Q.  Then  you  were  about  three  months  at  active  work?  A. 
Well,  perhaps  four  or  five. 

Q.  Was  your  contract  terminated  with  the  Reliance?  A.  No, 
sir,  it  was  not. 

Q.  What  led  you  to  leave  the  Reliance?    A.  I  resigned  in  No- 
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vember  of  1904  to  perfect  the  organization  of  my  present  com- 
pany, which  seemed  demanded  for  the  proper  development  of  this 
important  idea  which  I  had  evolved. 

Q.  Then  your  present  company,  the  Life  Insurance  Club,  was 
organized  to  get  business  without  agents  ?    A.  Yes,  sir. 

Q.  Have  you  got  any  agents — I  mean  has  your  company  in  its 
employ  any  agents?     A.  None. 

THE  CHAIRMAN:  Has  the  witness  stated  what  his  com- 
pensation was  from  the  New  York  Life  and  ReHance? 

Q.  No.  What  was  your  compensation  from  the  New  York 
Life  ?  A.  I  had  a  commission  contract  with  the  New  York  Life, 
involving  55  per  cent,  for  the  first  year  on  $1,000  policies  and 
60  per  cent,  on  $2,000  policies  and  nine  renewals  of  7  per  cent, 
per  annum,  providing  the  volume  of  my  business  equalled  or  ex- 
ceeded a  million  dollars  in  the  twelve  months  succeeding  the  date 
of  the  contract,  and  my  commission  earnings  gross  during  that  time 
I  was  with  the  New  York  Life  approximated  $7,000  a  month,  out 
of  which  I  paid  my  expenses. 

Q.  Did  you  pay  the  advertising  that  you  referred  to  ?  A.  I  did. 
I  received  advances  under  my  contract  from  the  company  which 
were  charged  to  my  account. 

Q.  And  left  you  net  the  commissions  you  have  stated  ?  A.  No, 
sir ;  those  are  gross,  but  I  can  make  a  statement  as  to  my  expenses. 

Q.  What  were  your  expenses  for  advertising?  A.  The  total 
expenses,  Mr.  Hughes,  for  the  writing  of  a  policy  with  the  New 
York  Life  under  my  publicity  plan,  including  advertising  and 
office  expenses,  regardless  of  the  size  of  the  policy,  was  $15. 
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BY  THE  CHAIRMAN : 

Q.  Per  policy?  A.  Per  policy.  Now,  ray  commissions  the 
first  year  and  subsequent  years  under  that  contract  aggregated 
$65  per  thousand,  for  the  policies  I  wrote  averaged  in  their  pre- 
miums $53;  in  other  words,  it  cost  me  $15  to  produce  a  policy 
for  which  the  New  York  Life  was  willing  to  give  me  the  first 
year  and  subsequent  commissions  $65. 

BY  MR.  HUGHES : 

Q.  You  mean  computing  your  subsequent  commissions?  A. 
Yes,  sir. 

Q.  And  treating  them  as  first  year  expenses  it  would  have 
aggregated  about  $65  ?  A.  About  that,  yes,  sir.  Now,  of  course, 
in  the  event  of  my  writing  a  five  thousand  dollar  policy,  which  was 
frequent,  my  total  commissions  the  first  year  and  renewals  amount- 
ed to  something  like  $375,  and  my  cost  of  production  was  only 
the  original  $15. 

BY  MR.  COX : 

Q.  What  reason  did  they  assign  for  cancelling  your  contract? 
A.  The  alleged  reason  was  violation,  but  the  violations  have  never 
been  stated  to  me,  and  its  demonstration  is  pending  in  the  courts 
of  Westchester  County. 

BY  MR.  HUGHES : 

Q.  What  was  your  compensation  with  the  Reliance?    A.  I  be- 
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lieve  my  first  year's  commission  was  60  per  cent,  and  subsequent 
renewals  approximately  as  great  as  those  of  the  New  York  Life. 

Q.  What  did  it  cost  you  per  policy  under  your  method  of  do- 
ing business  ?     A.  In  which  case,  Mr.  Hughes  ? 

Q.  With  the  Reliance?  A.  I  cannot  say.  There  were  other 
matters  which  entered  into  that  which  made  the  cost  of  production 
somewhat  larger,  notably  the  prevention  of  the  appearance  of  my 
advertisement  in  the  leading  magazines. 

Q.  Were  you  cut  out  of  any  of  the  magazines?     A.  I  was. 

O.  Were  you  refused  advertisements  ?     A.  I  was. 

Q.  What  reason  was  assigned  for  that?  A.  My  advertising 
for  the  Reliance  campaign  began  in  November  of  last  year — of 
year  before  last,  1903,  and  I  selected  rather  a  large  and  repre- 
sentative list  of  magazines,  and  my  copy  appeared,  full  page  copy. 
The  Equitable,  Mutual  and  Prudential,  the  advertising  companies, 
formed  a  combination  to  prevent  the  appearance  of  my  advertising. 

Q.  Do  you  know  that?  A.  I  know  it  from  the  statements  of 
not  less  than  fifteen  publishers  of  magazines,  and  I  have  also 
been  told  by  the  advertising  managers  of  one  of  those  companies 
that  they  intended  to  prevent  my  business  if  they  could. 

Q.  Well,  what  led  you  to  conceive  the  idea  of  incorporating  in 
the  face  of  such  opposition?  A.  The  final  reason  given  by  the 
three  advertising  companies  for  the  reasonableness  of  the  non- 
appearance of  my  copy  was  the  fact  that  the  club  advertising 
did  not  contain  the  names  of  the  insurance  companies  which  issued 
the  policies. 

Q.  Did  they  claim  the  advertisements  were  deceptive  ?  A.  They 
said  so,  yes,  sir ;  they  were  not  deceptive  and  were  agreeable  to  the 
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companies  which  took  the  policies  and  formally  O.  K.'d  them  in 
writing,  and  were  absolutely  truthful  in  their  statements. 

Q.  Then,  in  November  last,  you  formed  the  Life  Insurance 
Club?  A.  Mr.  Hughes,  in  regard  to  the  prevention  of  the  appear- 
ance of  the  advertising,  I  ought  to  say  this,  that  those  three  com- 
panies issued  mandatory  orders  to  all  the  magazines  that  if  they 
took  my  copy  they  could  not  have  theirs. 

Q.  How  do  you  know  that  ?  A.  I  have  seen  the  orders.  The 
Saturday  Evening  Post,  for  instance,  was,  according  to  the  state- 
ment of  its  advertising  manager,  approached  by  the  three  com- 
panies I  have  mentioned,  who  said  that  if  they  would  omit  my 
copy  for  the  year  1904  they  would  take  an  advertisement  in 
each  of  the  fifty-two  issues  of  the  year.  Mr.  Spalding  said,  our 
paper  is  not  owned  by  the  insurance  companies  and  although 
Mr.  Wightman  has  submitted  but  one  advertisement  we  don't 
know  how  many  more  he  will  submit ;  we  will  take  his  copy  and 
leave  yours  out;  and  that  sacrifice  amounted  to  at  least  twenty- 
five  thousand  dollars  in  the  case  of  the  Saturday  Evening  Post. 

Q.  Did  they  leave  that  out?     A.  They  did. 

Q.  And  yours  went  in?     A.  It  did. 

Q.  At  the  time  of  the  formation  of  your  Life  Insurance  Club 
of  New  York,  did  you  form  any  ancillary  company?  A.  The 
life  insurance  company. 

Q.  Any  company  to  take  care  of  expenses  or  to  act  in  con- 
nection with  the  Life  Insurance  Club  ?  A.  An  auxiliary  organi- 
zation was  formed  to  facilitate  the  organization  of  the  insurance 
company  proper. 

Q.  What  is  that  organization?    A.  It  consists  of  a  partner- 
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ship  arrangement  between  one  individual  and  myself,  and  is  duly- 
registered  in  the  County  Clerk's  office  in  this  city. 

Q.  A  corporation?  A.  Not  incorporated,  no  sir;  merely 
registered. 

Q.  And  did  that  partnership  take  any  of  the  stock  of  the  Life 
Insurance  Company?     A.  Yes,  sir. 

Q..  Does  it  control  the  Life  Insurance  Club?  A.  Yes,  sir,  in 
the  sense  of  holding  stock  at  the  present  time,  a  majority  in- 
terest. 

Q.  Has  it  a  contract  with  the  Life  Insurance  Company?  A. 
It  has. 

Q.  Have  you  a  copy  of  that  here?  A.  I  think  I  have;  it  is  in 
these  minutes. 

Q.  Go  on,  Mr.  Wightman.  A.  You  asked  me  why  I  had  the 
temerity  to  begin  the  organization  of  another  company  when  the 
opposition  was  so  strenuous.  I  was  forced  to  organize  this  com- 
pany by  the  opposition  of  these  other  companies,  which  forbade 
the  appearance  of  my  copy  without  the  name  of  the  company  be- 
ing mentioned.  They  said  if  the  name  of  the  company  that  is- 
sued these  policies  was  named  in  the  advertising  they  would 
withdraw  the  opposition,  and  I  told  them  I  would  be  glad  to  state 
in  the  advertising  that  the  company  which  had  been  selected  to 
issue  these  policies  was  neither  the  Equitable  nor  the  Prudential, 
and  that  did  not  satisfy  them,  and  I  met  their  last  objection  by 
the  incorporation  with  the  name  of  the  company  in  its  present 
form. 

Q.  Why  didn't  you  state  that  it  was  the  Reliance?  A.  Be- 
cause there  is  a  power  in  the  club  idea  in  the  matter  of  life 


6234 


Testimony  of  Richard  Wightman 

insurance,  and  I  did  not  wish  to  sacrifice  my  advertising  assets. 
Furthermore,  the  standard  of  life  insurance  advertising  has  not 
been  very  high  and  I  did  not  care  to  reduce  my  copy  to  the  level 
of  ordinary  insurance  advertising  copy. 

O.  There  was  no  capital  in  keeping  the  fact  secret  that  you 
intended  to  place  the  policies  with  the  Reliance  Company?  A. 
The  money  that  was  expended  in  the  work  was  my  own  money, 
that  is  to  say  no  capital  was  furnished  me  other  than  my  com- 
mission arrangement,  by  anybody,  and  I  hold  my  club  idea — 
hold  my  club  as  an  interest  apart,  no  matter  where  it  may  place 
its  business. 

O.  Were  you  under  contract  to  place  it  with  the  Reliance? 
A.  Well,  yes,  but  I  did  not  care  to  spend  what  was  to  be  my 
money  out  of  my  commission  arrangement  in  advertising  any  life 
instirance  company,  as  witness  the  case  of  the  New  York  Life. 

Q.  You  mean  you  desired  to  perpetuate  your  good  will  in 
your  relations  with  the  Reliance  Society?     A.  Yes,  sir. 

Q.  Have  you  got  the  contract  with  the  other  company?  It 
is  in  the  form  of  proposition  and  acceptance?     A.  Yes. 

Q.  What  is  the  name  of  the  partnership?  A.  Life  Insurance 
Club  of  New  York  Auxiliary. 

MR.  HUGHES :  I  read  from  the  minutes  the  following  prop- 
osition, dated  New  York,  December  28th,  1904: 

To  the  Life  Insurance  Club  of  New  York,  and  Its  Incorporators: 

Gentlemen.— We  are  informed  that  the  books  of  the  company 
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are  open  for  subscriptions  to  stock  and  we  offer  to  subscribe  for 
nine  hundred  and  forty-seven  shares  of  the  stock  at  par.  In 
case  our  subscription  is  accepted,  we  beg  to  say  that  in  fur- 
therance of  the  policy  of  the  incorporators  to  distribute  the  stock 
of  the  company  as  quietly  as  possible  and  among  as  many  indi- 
viduals as  possible,  we  will  endeavor  to  sell  this  stock  and  to 
distribute  it  in  this  manner  for  at  least  three  hundred  per  cent. 
of  par,  and  we  will  in  case  of  success,  after  meeting  the  entire 
amount  of  our  said  subscription  pay  to  the  incorporators,  or  to 
the  corporation  an  amount  equal  to  the  remainder  of  the  pro- 
ceeds received  by  us  from  the  sale  of  this  company  to  two  hun- 
dred per  cent,  of  par;  the  sum  so  paid  to  the  company  to  go  to 
its  surplus  fund;  provided,  however,  that  the  company  will  out 
of  sums  so  paid  into  its  surplus  fund,  repay  to  us,  the  reasonable 
cost  of  that  affecting  the  sale  and  distribution  of  the  sale  of 
stock  and  will  permit  us  to  have  the  temporary  use  of  part  of  its 
office  and  its  facilities  when  not  otherwise  in  use.  When  this 
transaction  is  closed  we  will  assign  and  turn  over  to  the  company 
without  further  consideration  all  rights  which  we  may  have  to 
the  use  of  the  name,  Life  Insurance  Club  of  New  York  Auxil- 
iary. We  have  been  receiving  through  the  mails  applications 
for  and  inquiries  in  regard  to  life  insurance  in  considerable  num- 
bers. These,  of  course,  we  have  not  been  able  to  consider.  If 
our  proposition  is  accepted  we  will  also  turn  these  over  to  the 
company  without  further  charge  as  soon  as  it  is  in  a  position  to 

consider  them. 

Respectfully, 

(Signed)  RICHARD  WIGHTMAN, 

WILLIAM  R.  MALONE. 
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That  appears  to  have  been  followed  by  a  further  proposition 
under  date  of  December  28th,  1904,  as  follows: 

To  the  Life  Insurance  Club,  of  New  York,  and  Its  Incorpora- 
tors. 

Gentlemen: — ^We  have  secured  requests  from  various  individ- 
uals in  various  parts  of  the  country  for  reservations  of  stock  of 
this  company,  aggregating  four  hundred  and  ninety-seven  shares 
at  300  per  cent,  of  the  par  value  thereof.  We  have  expended  in 
its  behalf  considerable  money,  and  consumed  a  great  deal  of 
time.  We  regard  the  distribution  of  the  stock  among  these 
various  subscribers  as  much  to  the  advantage  of  the  company 
and  the  large  rate,  namely  three  hundred  per  cent.,  at  which  the 
reservations  are  made  is  particularly  fortunate.  We  are  in  a 
position  to  subscribe  for  four  hundred  and  ninety-seven  shares 
of  the  stock  of  the  company  at  three  hundred  per  cent,  of  par, 
with  the  view  of  honoring  these  reservations,  but  we  feel  that 
the  large  expense  we  have  incurred  in  securing  these  reserva- 
tions and  the  time  and  labor  devoted  to  that  end  should  be  in 
some  degree  made  good  to  us,  as  the  condition  of  our  subscrip- 
tion for  the  stock  in  question.  Accordingly,  we  offer  to  sub- 
scribe for  four  hundred  and  ninety-seven  shares  of  the  stock 
of  the  company  at  three  hundred  per  cent,  of  par,  provided  the 
•company  will  pay  to  us  from  its  surplus  the  sum  of  fifteen  hundred 
■dollars  to  partly  reimburse  us  for  labor  and  expenses  in  connection 
with  securing  the  reservations  above  referred  to. 

Respectfully, 

RICHARD  WIGHTMAN, 
WILLIAM  R.  MALONE. 
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Q.  Those  propositions  were  accepted?     A.  They  were. 

Q.  What  is  the  present  amount  of  the  capital  and  the  sur- 
plus of  the  Life  Insurance  Club  of  New  York?  A.  They  have 
one  hundred  thousand  dollars  with  the  Superintendent  of  In- 
surance at  Albany,  and  approximately  thirteen  thousand  dol- 
lars on  deposit  with  the  Knickerbocker  Trust  Company. 

Q.  You  have  not  made  an  annual  statement  ?     A.  No,  sir. 

Q.  What  are  the  liabilities  of  the  Life  Insurance  Club  of 
New  York?  A.  The  Life  Insurance  Club  of  New  York,  has 
no  liabilities  at  all  except  its  liabilities  on  policies  it  has  issued. 

Q.  Has  it  any  death  claims?     A.  None  as  yet. 

Q.  What  is  the  amount  of  insurance  in  force?  A.  I  would 
like  to  preface  my  answer  to  that  question  by  this  statement. 
That  our  first  advertising  appears  in  the  magazines  of  this  year, 
last  month,  and  we  have  in  force  at  the  present  time  205  policies, 
aggregating  $340,000,  and  approximately  an  equal  number  in 
the  Mill,  in  transit  across  the  country,  and  in  process  of  exami- 
nation. 

Q.  What  amount  have  you  expended  for  advertising?  A. 
The  Life  Insurance  Club  of  New  York  has  spent  nothing. 

Q.  The  advertising  expenses  are  met  by  the  auxiliary?  A. 
Met  entirely  by  the  auxiliary. 

Q.  What  has  been  the  expense  of  the  auxiliary  organiza- 
tion?    A.  In  regard  to  advertising? 

Q.  In  regard  to  advertising?  Well,  you  had  better  state  the  full 
facts  in  regard  to  it.  I  asked  for  advertising,  but  should  be 
glad  to  have  any  other  facts  that  are  pertinent?  A.  We  have 
expended  five  thousand  dollars  in  advertising  tip  to  the  present 
time,  not  all  of  the  results  of  which  have  reached  our  office. 
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Q.  That  is,  beginning  at  what  time?  A.  Beginning  at  No- 
vember in  the  magazines.  There  were  some  small  ads.  appeared 
earlier,  but  nothing  of  any  moment.  We  have  received  two  thou- 
sand inquiries  in  answer  to  this  expenditure  of  advertising,  which 
means  a  cost  of  $2.50  per  inquiry,  and  we  are  examining  twenty 
per  cent,  of  all  the  people  who  inquired  for  Hfe  insurance,  and 
delivering  practically  all  the  policies  that  are  issued,  and  have 
had,  of  course,  no  lapses. 

Q.  Who  are  the  officers  of  the  Life  Insurance  Club .''  A.  Of 
New  York? 

Q.  Yes.  A.  I  am  the  president.  Mr.  Malone  is  vice-president 
and  secretary.  Mr.  T.  Harvey  Smith  is  treasurer.  Miles  M.  Daw- 
son, actuary;  Wendell  C.  Phillips,  medical  director. 

Q.  What  is  the  amount  of  salary  paid  by  the  Life  Insurance 
Club  of  New  York,  or  in  any  way  given  to  the  officers?  Mr. 
Dawson  suggests  he  is  consulting  actuary.     A.  That  is  true. 

Q.  What  is  the  amount  of  salary  paid  or  payable  by  the  Life 
Insurance  Club  of  New  York?  A.  We  pay  no  salaries  to  any- 
body. 

Q.  Then  none  of  the  officers  of  the  Life  Insurance  Club  are 
under  salary?  A.  Not  under  salary  of  the  Life  Insurance  Club 
of  New  York. 

Q.  Are  the  salaries  paid  by  the  Life  Insurance  Club  of  New 
York  auxiliary?    A.  We  have — I  have  no  salary.     Mr.  Malone 

has  no  salary.  Our  other  officers  are  paid  nominal  sums  until 
the  surplus  of  the  company  is  adequate  to  properly  compensate 
us  all  for  service  rendered.  Do  you  wish  those  sums  ?  They  are 
not  spectacular. 

Q.  What   is   your   compensation   through   a   commission?     A. 
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I  have  financed  myself  for  the  last  year  in  various  ways,  after 
resigning  my  income  in  connection  with  the  other  company. 

Q.  Do  you  receive,  or  have  you  any  contract  under  which  you 
are  to  receive  any  moneys  from  either  the  Life  Insurance  Qub 
of  New  York  or  the  Life  Insurance  Club  of  New  York  auxiliary  ? 
A.  One  of  the  functions  of  the  auxiliary  organization  is  to  prevent 
the  incurrence  of  obligation  on  the  part  of  the  incorporated  com- 
pany for  a  particular  time — for  a  proper  time,  and  the  other 
is  to  properly  distribute  its  stock,  which  is  being  done,  and  our 
stock  is  now  selling  at  400  per  cent,  of  par. 

Q.  How  many  shares  have  you  disposed  of  in  the  Life  Insurance 
Club  of  New  York  ?     A.  Approximately  three  thousand. 

Q.  Out  of  ten  thousand?     A.  Yes,   sir. 

Q.  What  has  been  the  average  price?  A.  None  has  been  sold 
under  thirty. 

Q.  Under  300,  do  j'ou  mean  ?  A.  Well,  the  par  value  is  ten  dol- 
lars; 467  shares  were  sold  at  $30  a  share,  reserved  prior  to  the 
opening  of  the  stock  books,  and  widely  scattered  through  the 
people  who  had  corresponded  with  me  about  life  insurance 
throughout  the  country  previously,  and  probably  two  thousand 
shares  have  been  sold  at  33  and  35  dollars,  more  than  that — I 
should  say  3,500  shares.  And  there  have  been  some  sold  at  forty, 
probably  not  a  thousand. 

Q.  Do  you  arrange  to  sell  the  stock  with  the  policies  to  your 
policyholders  ?  A.  We  give  to  new  policyholders  after  they  have 
become  such,  and  have  paid  two  monthly  instalments — we  accept 
our  premiums  either  monthly,  quarterly,  semi-annually  or  annu- 
ally, at  the  option  of  the  insured,  at  the  time  the  premium  is  due, 
without  any  notice  to  the  company,  he  elects  whether  he  remits 
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for  one  month,  three  months,  six  months  or  twelve  months,  and 
after  we  have  received  two  premiums  we  notify  that  poHcyholder 
that  he  may  have  one  share  of  stock  for  each  thousand  dollars 
of  insurance  he  has  with  us,  and  that  opportunity  is  taken  advan- 
tage of,  not  by  every  policyholder,  but  by  enough  to  average  one 
share  of  stock  to  each  policyholder. 

Q.  And  that  share  of  stock  is  paid  for  in  addition  to  the  pre- 
miums upon  the  policies?     A.  Yes,   sir. 

BY  THE  CHAIRMAN : 

Q.  What  rates  do  you  offer?  A.  Forty  dollars  at  the  present 
time. 

BY  MR.  HUGHES : 

Q.  When  you  started  you  and  your  associates  put  into  the 
Life  Insurance  Club  of  New  York  one  hundred  thousand  dol- 
lars, and  took  the  entire  stock  ?  A.  Not  according  to  the  reading 
of  the  minutes,  as  you  read  them.  We  subscribed  for  that  stock 
at  par,  and  there  has  since  been  underwritten  by  our  trustees 
enough  to  enable  us  to  qualify  at  Albany. 

Q.  To  put  up  one  hundred  thousand  dollars?  A.  Yes,  to  fa- 
cilitate our  putting  up  that  amount,  and  the  rest  will  be  dis- 
tributed to  policyholders,  as  stated. 

Q.  Then  out  of  the  amounts  sold  to  policyholders  you  first 
repay  yourselves  what  you  have  put  up  at  Albany.  Is  that  the 
idea?    A.  Yes,  that  is  the  plan. 
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Q.  Then  the  excess  will  be  used  to  provide  a  surplus  for  the 
company?     A.  Yes. 

Q.  Over  and  above  such  sums  as  may  be  needed  for  expenses, 
and  such  as  may  be  allotted  as  compensation  for  services?  A. 
Yes,  sir. 

Q.  That  is  about  what  it  comes  to?    A.  Yes,  sir. 

Q.  How  much  money  have  you  taken  in  all  told  on  the  dis- 
tribution of  stock?  A.  Approximately  one  hundred  thousand 
dollars. 

Q.  And  you  have  got  up  $113,000  in  the  deposit  at  Albany, 
and  in  the  bank  balance?     A.  Yes,  sir. 

Q.  What  has  been  done  with  the  remaining  $62,000?  A.  It 
has  been  spent  for  rent  and  the  equipment  of  our  home  office. 

Q.  Where  is  your  home  office?     A.  425  Fifth  avenue. 

Q.  How  much  have  you  expended  for  rent?  A.  Twelve  thou- 
sand dollars. 

Q.  For  what  period  is  that?  A.  Well,  for  a  year,  except 
that  our  lease  provides — we  have  a  five  years'  lease. 

O.  Have  you  paid  for  a  year?     A.  Yes,  sir. 

Q.  From  what  date?     A.  From  the  ist  of  December,  1904. 

Q.  What  has  been  done  with  the  balance  of  $51,000?  A.  We 
have  spent,  approximately,  well,  between  $20,000  and  $25,000  in 
the  equipment  of  our  home  office. 

Q.  And  do  you  mean  in  furnishings,  and  so  forth?  A.  Yes, 
sir,  and  in  the  adapting  of  that  particular  floor  to  our  business. 
We  leased  a  floor  that  was  not  arranged,  and  arranged  it  after- 
•vvard,  and  spent  that  money. 

Q.  How  many  employees  have  you?    A.  Twenty. 
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Q.  What  is  your  annual  home  ofSce  expense,  exclusive  of  rent ; 
that  is,  at  what  rate  are  you  running  ?  A.  Would  you  include  ad- 
vertising in  that,  Mr.  Hughes  ? 

Q.  Yes Well,  no,  let  us  separate  that  and  take  your 

home  office  expenses  strictly.    A.  $800  a  week. 

Q.  You  say  that A.  Let  me  say,  Mr.  Hughes,  that  that 

would  include  the  payment  of  our  stenographers  and  office  force 
and  the  item  of  postage,  which  is  a  considerable  item  with  us, 
and  our  printing  bills,  which  are  also  rather  an  interesting  item. 

Q.  Then  you  have  spent  twenty  thousand  dollars  or  twenty- 
five  thousand  dollars  in  the  fitting  up  of  your  office,  which,  added 
to  your  rent,  and  deducted  from  your  $63,000  you  had  originally, 
would  leave  you  twenty-six  thousand  or  twenty-seven  thousand 
dollars  which  you  have  expended  in  other  ways  ?    A.  Yes,  sir. 

Q.  In  what  other  ways  ?  A.  In  the  ways  I  have  mentioned, 
the  incidental  expenses  of  the  office  and  the  weekly  pay  roll  and 
things  of  that  kind. 

Q.  From  what  period  do  you  date  the  beginning  of  your  ex- 
penses that  have  been  paid  out  of  this  sum?    A.  One  year. 

Q.  From  last  November?    A.  Yes,  sir. 

Q.  Did  I  understand  that  you  only  commenced  advertising  in 
November?  A.  Yes,  except  two  or  three  advertisements  that 
appeared  in  the  summer  in  one  of  the  weekly  religious  magazines 
and  a  few  small  advertisements  in  the  New  York  Times. 

Q.  Why  was  it  that  from  November,  1904,  to  November,  1905, 
you  did  not  do  any  other  advertising?  A.  We  were  not  qualified 
as  an  insurance  company  until  the  2d  of  June,  1905,  and  we 
did  not  desire  to  begin  a  publicity  campaign  in  the  summer,  as- 
it  is  not  relatively  productive. 
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Q.  At  what  rate  are  you  writing  insurance,  I  mean  per  diem 
now?  A.  We  received  nineteen  applications  on  Tuesday  in  the 
mail  and  ten  the  following  day  and  twelve  yesterday. 

Q.  How  do  you  arrange  for  medical  examinations?  A.  Our 
custom  is  the  same  as  that  employed  by  other  life  insurance  com- 
panies. We  accept  the  statement  of  an  accredited  physician  in 
the  communities  in  which  our  applicants  reside,  and  transact  the 
business  by  mail. 

Q.  What  kind  of  policies  do  you  write?  A.  The  policies 
usually  issued  by  life  companies,  chiefly  ordinary  life,  limited 
payment  life  and  endowment. 

Q.  Do  you  write  deferred  dividend  policies  ?  A.  All  our  poli- 
cies are  subject  to  declarations  of  dividends  beginning  with 
the  fifth  year,  and  dividends  accumulate  until  that  time  and  an; 
nually  thereafter  the  dividends  are  available. 

Q.  I  understand  your  business  is  monthly  premium,  at  the 
option  of  the  insured?    A.  Yes,  sir. 

Q.  What  are  your  premium  rates  ?  A.  As  compared  with  the 
New  York  Life  and  Equitable  our  rates  on  most  forms  of  poH- 
cies  and  at  most  ages  are  enough  to  save  to  the  assured  an 
amount  equal  to  three  annual  premiums  in  one  year. 

Q.  Take  age  forty,  for  example,  twenty  payment  life,  one 
thousand  dollars  insurance,  what  is  your  premium?  A.  At  age 
40?    Twenty  payment  life? 

Q.  Yes.  A.  $3.15  a  month.  •  I  have  not  got  the  annual  pre- 
mium here. 

Q.  Well,  you  can  multiply  that  by  12,  and  that  would  give 
you  the  annual  premium?    A.  No,  sir. 
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Q.  Why  not  ?  A.  Twelve  monthly  premiums  aggregate  slight- 
ly more  than  one  annual,  just  as  two  semi-annual  premiums  are 
slightly  larger  than  one  annual. 

Q.  Well,  would  it  be  about  $36  annual  premium?  A.  How  is 
it,  Mr.  Dawson? 

Q.  $36.50,  Mr.  Dawson  says.  How  does  that  compare  with 
the  New  York  Life  premium,  say  at  age  forty,  twenty  payment 
life,  one  thousand  dollars  ?  A.  That  ought  to  be  obtainable  here. 
Have  you  got  it,  Mr.  Dawson? 

MR.  DAWSON:  I  have  it  here  somewhere.  I  do  not  find 
it  now. 

Q.  Well,  you  can  give  it  approximately,  can  you  not,  Mr. 
Wightman?    A.  About  forty  dollars. 

Q.  About  ten  per  cent,  under  the  regular  rate?  A.  On  that 
particular  policy,  yes,  sir. 

Q.  Are  there  other  policies  which  would  make  a  more  favor- 
able showing?  A.  Yes,  our  rates  as  compared  with  the  quarter- 
ly rates  on  other  policies  of  the  New  York  Life  usually  show 
approximately  twenty  per  cent  difiference. 

Q.  Is  that  in  your  judgment  the  most  that  can  be  accomplished 
by  the  substitution  of  advertising  for  agents  ?  A.  No,  sir,  but  we 
have  endeavored  in  the  construction  of  our  rates  to  be  sufficiently 
conservative,  so  as  to  admit  of  a  further  reduction  in  the  event  of 
other  economies  being  made  plain  by  experience  and,  of  course, 
we  shall  hope  to  make  a  better  dividend  showing  than  other  com- 
panies make  by  virtue  of  the  fact  that  we  have  no  contracts  in- 
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volving  renewal  commissions,  that  we  have  no  branch  offices  and 
no  expense  save  that  of  the  one  central  office  from  which  the 
avenues  of  influence  emanate. 

Q.  And  those  avenues  of  influence  are  circulars  and  advertise- 
ments?    A.  Yes.  sir. 

Q.  I  am  referred  to  the  Equitable  rate,  $42.79  at  age  40,  twenty 
payment  life?     A.  Yes. 

Q.  What  sort  of  business  do  you  get  in  this  manner?  A.  You 
mean  as  to  policies? 

Q.  Yes.  A.  I  believe  that  this  method  puts  upon  the  books 
of  the  insurance  company  using  it  in  our  way,  and  we  are  the 
only  company  that  does  it,  the  best  class  of  business  that  comes 
to  any  company,  for  these  reasons :  These  magazines,  and  we 
use  only  high  class  magazines,  are  read  by  intelligent  thinking 
people,  deliberately  decide  volitionally  to  take  these  policies. 
Lapse  is  due  to  three  causes. 

First,  misrepresentation  in  the  negotiation  of  the  policy;  undue 
personal  pressure  by  the  agent  and  rebates  of  premiums.  None 
of  those  things  exist  in  our  institution.  We  tell  the  truth  about 
our  contracts  in  black  and  white^  and  whatever  is  said  about  them 
is  said  by  ourselves,  by  the  home  office.  We  do  not  entrust  the 
interpretation  of  our  policies  to  agents,  not  all  of  whom  are  scrup- 
ulous in  what  we  say,  when  they  write  a  contract.  Then  we  bring 
no  pressure  at  all  to  bear  upon  the  applicant.  We  announce  our 
institution  and  he  comes  to  us  for  the  insurance,  and  that  facili- 
tates the  permanency  of  the  business.  Then,  of  course,  we  have 
no  representative  at  all  receiving  one  hundred  per  cent,  on  every 
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premium  dollar  which  the  insured  agrees  to  pay  us.  And  I  believe 
that  the  experience  of  both  the  New  York  Life  and  the  Reliance- 
is  that  this  business  which  they  gain  in  this  way  is  the  best 
business  they  have  on  their  books. 

O.  How  much  money  has  been  received  in  premiums  since 
you  started,  in  June,  I  believe  you  said.  A.  We  had  practically 
no  policies  in  force  until 

Q.  What  has  been  your  premium  income?  A.  'It  was  six  thou- 
sand dollars,  about,  Mr.  Hughes.  You  understand,  these  are 
monthly  premiums. 

Q.  Have  you  had  any  failure  to  renew?  Have  you  had  any 
lapses?  A.  I  believe  that  only  two  of  the  policyholders  are  in 
default  in  the  matter  of  monthly  premiums,  and  no  actual  lapses 
have  occurred. 

Q.  Of  course,  you  have  rather  small  experience  to  generalize 
on  with  reference  to  the  future.  A.  I  believe  that  whatever  hap- 
pens in  the  way  of  demonstration  will  increase  the  favorableness 
of  the  showing  of  this  contract,  because  we  are  new  and  working 
somewhat  under  the  handicap  of  insurance  matters  generally. 

BY  MR.  COX : 

Q.  As  it  stands  to-day,  you  have  no  competition  in  your  line  of 
business,  have  you,  I  mean  of  that  kind  that  you  are  carrying  on? 
A.  No  other  insurance  company  in  this  country  applies  our 
method,  or  elsewhere,  so  far  as  I  know. 

Q.  What  is  going  to  be  the  effect  when  other  people  begin  \o 
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do  the  same  thing,  and  begin  to  advertise,  using  your  methods 
and  trying  to  get  their  share  of  the  business  ?  A.  The  effect  will 
be  proportionate  to  the  worthiness  of  the  competition.  We  are 
the  first  people,  and  if  we  can  be  the  best  people,  we  can  probably 
get  our  share  of  the  business.  Life  insurance  has  never  been  a 
monopoly,  not  since  its  beginning,  and  the  great  companies  have 
become  great  because  the  other  companies  were  in  the  field — 
at  least  that  is  their  statement. 

Q.  The  competition  in  your  line  of  insurance  will  come  in  the 
way  of  the  statements  that  are  made  in  the  public  advertising  of 
the  companies,  won't  it  ?  A.  It  must  necessarily  be  so,  yes,  sir ;  of 
course,  that  advertising  would  be 

BY  THE  CHAIRMAN : 

Q.  There  was  one  question  Mr.  Hughes  asked  you  which  you 
did  not  reply  to,  and  that  was  whether  you  had  any  contracts 
with  the  Life  Insurance  Club,  on  which  you  had  derived  or  would 
derive  moneys  ?  A.  Did  I  not  answer  that  question  ?  The  auxil- 
iary organization  has  a  contract  with  the  Life  Insurance  Club 
of  New  York  whereby  it  assumes  all  obligations,  pays  all  bills  and 
takes  the  loadings  on  the  premiums. 

BY  MR.  HUGHES: 

Q.  Have  you  got  a  copy  of  that  contract  here?  A.  I  think 
it  is  in  that  book,  Mr.  Hughes.  The  understanding,  of  course, 
being  that  this  contract  is  to  be  annulled  as  soon  as  the  com- 
pany itself  is  ready  to  do  its  own  advertising. 
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Q.  What  is  the  percentage  of  loading  ?  A.  From  40  to  80  per 
cent,  for  the  first  year,  according  to  the  kind  of  policy. 

Q.  Do  you  write  preliminary  term  policies?  A.  Yes,  sir,  put- 
ting up  in  addition  to  the 

Q.  Do  you  take  all  the  premiums  for  the  first  year?    A.  No. 

Q.  The  most  you  take  is  80  per  cent.  ?  A.  Yes,  from  40  to  80 
— from  20  to  80. 

Q.  In  what  cases  is  it  20?  A.  In  sorrie  of  the  non-participat- 
ing forms. 

Q.  In  what  cases  is  it  80?  A.  In  the  ordinary  life,  where  the 
amount  of  reserve  is  small  enough  to  admit  it. 

Q.  While  we  are  waiting  for  the  contract,  let  me  ask  you  if  this 
is  a  specimen  policy  issued  by  your  company  (handing  paper)  ? 
A.  It  is. 

Q.  What  form  of  policy  is  it?  A.  It  is  our  Economy  Life 
form,  with  cash  paid-up  and  endowment  option,  ordinarily  known 
as  ordinary  life. 

MR.  HUGHES :  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  No.  910.) 

MR.  HUGHES :  Note  upon  the  record  that  the  Equitable's 
premium  ordinary  life  age  25  is  $21.49,  ^"d  the  New  York  is  pre- 
sumably the  same. 

O.  Do  you  hold  the  copyright  on  this  so-called  optional 
premium  privilege?  A.  The  copyright  applies  only  to  the 
name. 

Q.  The  name  optional  premium  privilege?    A.  Yes,  sir. 
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Q.  Do  you  hold  it?  A.  It  is  owned  by  the  Life  Insurance 
Club  of  New  York. 

Q.  Is  it  owned  by  the  Life  Insurance  Club  of  New  York? 

A.  Yes,  sir. 

Q.  Do  they  pay  you  a  royalty  on  it?     A.  No,  they  do  not. 

<Q.  Have  you  the  contract  with  the  auxiliary  company?  A. 
Yes,  sir. 

MR.  HUGHES:  I  ofifer  that  in  evidence. 

(Paper  marked  Exhibit  911.) 

Mr.  Hughes  then  read  Exhibit  911. 

Q.  Was  that  extension  agreed  to  by  the  Auxiliary?  A.  It 
was  agreed  to  except  that  a  letter  was  given  back  to  the  Life 
Insurance  Club  of  New  York  involving  the  annulling  of  this 
contract  as  soon  as  the  incorporated  company  should  care  to 
attempt  the  expense  for  itself. 

Q.  Have  you  got  it  here?    A.  I  think  it  is  not  here. 

'Q.  State  in  substance  what  the  letter  provides?  A.  That 
(can  be  supplied. 

:Q-  State  in  substance  what  the  letter  provides  and  kindly 
-supply  the  Committee  with  a  copy  of  it.  A.  It  is  a  brief  letter 
which  I  have  summarized.  The  contract  is  given  by  the  trus- 
tees to  the  Auxiliary  Organization  with  the  understanding  that 
as  soon  as  tTie  loadings  on  the  premiums  have  been  sufficient  to 
compensate  the  Auxiliary  Organization  for  the  expenses  it  has 


6250 


Testimony  of  Richard  Wightman 

incurred  in  getting-  business  the  contract  shall  be  annulled,  and 
the  assumption  of  responsibility  shall  be  upon  the  club  itself. 
In  other  words,  we  believe  in  our  method  and  are  willing  to 
take  our  chances  with  the  loadings  on  the  premiums,  and  when 
the  company  is  able,  by  the  increase  of  its  surplus,  for  which 
we  h,ave  provided  by  the  distribution  of  stock  and  other 
resources  which  are  available,  it  shall  assume  its  normal  func- 
tion of  paying  salaries  and  so  forth.  At  present  we  pay  them. 
Q.  In  other  words,  the  Auxiliary  company  are  to  pay  all  the 

expenses   and  you  are  to  get  the  loadings?     A.  Under  that 
contract,  until  the  contract  is  annulled. 

Q.  Well,  suppose  the  Auxiliary  company  incurred  expenses 
in  compensating  the  members  of  the  firm  operating  as  the 
Auxiliary  company,  and  in  that  way  the  expenses  in  connection 
with  the  business  are  in  excess  of  the  loading,  can  the  club 
annual  the  contract?  A.  Probably  not,  under  the  provisions  of 
the  contract,  but  the  Auxiliary  Organization  would  be  very  glad 
to  have  the  contract  annulled  at  any  time  when  the  incorporated 
company  desires  it,  and  is  prepared  to  handle  its  own  affairs. 

(Adjourned  to  December  30th,  1905,  at  10.30  A.  M.) 
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City  Hall,  New  York  City. 

December  30,  1905. 

The  Committer  met  pursuant  to  adjournment.  Senator  Arm- 
strong in  the  chair. 

JOEL  G.  VAN  CISE,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows : 

BY  MR.  HUGHES: 

Q.  Mr.  Van  Cise,  you  are  the  actuary  of  the  Equitable  Life 
Assurance  Society?    A.  I  am. 

Q.  How  long  have  you  been  connected  with  that  society? 
A.  Over  thirty-six  years. 

Q.  What  was  your  first  connection  with  it?  A.  I  was  first 
a  clerk  in  the  actuary's  department. 

Q.  How  long  were  you  a  clerk?    A.  About  five  years. 

Q.  And  then  you  became  what?    A.  Assistant  actuary. 

Q.  How  long  were  you  assistant  actuary?  A.  About  twen- 
ty-six years. 

Q.  And  then  you  became  actuary?    A.  Yes,  sir. 
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Q.  So  that  for  thirty-eight  years  you  have  been  continuously 
familiar  with  the  actuarial  work  of  the  Equitable  Society? 
A.  I  have. 

Q.  Has  that  work  been  done  since  you  have  been  actuary 
exclusively  under  your  control?  A.  No,  I  have  been  the  head 
•of  the  actuaries  department,  but  we  have  an  associate  actuary 
and  an  assistant  actuary. 

Q.  Well,  they  have  acted  under  your  direction  and  supervi- 
sion?    A.  Yes,  sir. 

Q.  So  that  the  actuarial  methods  of  the  society  you  are  re- 
sponsible for?     A.  Almost  entirely. 

Q.  Has  the  management  of  the  company  interfered  with  your 
actuarial  work  or  controlled  it  or  directed  it?  A.  Not  to  any 
considerable  extent. 

Q.  To  what  extent  has  it?  A.  Well,  Mr.  Henry  B.  Hyde 
attempted  at  one  time  to  have  me  make  figures  larger  than  I 
thought  were  earned. 

Q.  What  was  that,  in  what  connection?  A.  In  connection 
with  the  dividends  to  be  declared  on  deferred  dividend  policies. 

Q.  When  was  that?  A.  Oh,  it  was  about  fifteen  years  ago  I 
think. 

Q.  And  what  did  you  do?     A.  I  reported  the  matter  to  the 

vice-president,  Mr.  Alexander,  and  explained  to  him  the  dan- 
gers of  undertaking  anything  of  that  kind  and  he  persuaded 
Mr.  Hyde  to  give  way. 

Q.  So  that  the  calculations  that  have  been  made  with  regard 
to  deferred  policies  have  been  made  in  accordance  with  your 
own  views.    You  might  state  if  you  will  briefly  what  you  deem  to 
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be  the  advantage  or  disadvantage  of  deferred  dividend  policies? 
A.  The  first  great  advantage  of  deferred  dividend  policies  is 
that  it  makes  the  company  much  stronger  that  issues  them. 
I  consider  that  surplus  is  a  test  of  strength  and  the  deferring 
of  dividends  of  course  increases  the  surplus.  I  think  if  any- 
thing ought  to  be  strong  it  is  a  life  insurance  company,  and 
anything  that  tends  to  make  it  strong  and  safe,  I  think,  is  to 
be  commended.  For  that  reason  I  have  always  believed  in  a 
deferred  dividend  plan.  Then  again,  I  believe  it  is  a  more 
equitable  apportionment  of  the  dividends.  I  consider  in  almost 
every  case  the  family  of  a  man  who  dies  before  the  end  of,  say, 
fifteen  or  twenty  years,  receives  a  good  return  on  the  money 
paid  without  dividends.  About  all  the  premiums  paid  are 
returned  with  compound  interest  added  and  therefore  it  seems 
fair  that  the  men  who  show  the  greatest  degree  of  longevity 
and  greatest  persistence  in  paying  premiums  should  have  the 
benefit  of  the  dividends,  should  have  the  benefit  of  the  surplus 
earnings  over  and  above  the  death  claims,  expenses  and  legal 
reserves.  Then  again,  I  consider  that  deferred  dividend  assur- 
ance has  been  the  cause  of  the  wonderful  development  oi 
American  life  assurance  in  the  past  twenty-five  years.  That  it 
has  induced  much  the  larger  part  of  the  persons  to  insure  their 
lives  that  have  done  so,  and  therefore  has  proved  the  won- 
derful benefit  that  life  assurance  always  is  to  the  families  of 
those  who  need  it  at  the  death  of  their  husbands  or  fathers. 
Then  again  I  think  it  leads  to  keeping  policies  in  force,  and 
anything  that  does  that  I  consider  to  be  beneficial.  Then  again 
I  think  it  has  induced  men  to  insure  as  an  investment,  who  are 
a  better  class  of  lives  and  has  lowered  the  rate  of  mortality.    I 
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think  the  keeping  of  policies  in  force  has  tended  to  make  a 
smaller  average  of  expense;  and  anything  that  does  those 
things  is  commendable.  Then  I  think  it  is  an  advantage  td 
have  a  premium  that  is  fixed  and  understood  for  a  period  of 
fifteen  or  twenty  years.  I  think  if  a  man  insures  on  the  annual 
dividend  plan  he  never  knows  exactly  what  he  is  going  to  pay; 
the  premium^  vary  from  year  to  year,  and  he  may  expect  his 
payments  to  be  much  less  than  they  turn  out  to  be;  but  if  he 
makes  a  deferred  dividend  contract  for  fifteen  or  twenty  years 
to  pay  the  same  amount,  there  is  no  uncertainty  aboilt  it,  he 
knows  just  what  he  is  doing.  Then  another  advantage  of  the 
deferred  dividend  plan  is  that  a  company  can  afford  to  ofiEer 
greater  privileges  in  the  way  of  surrender  values  and  incon- 
testibility  and  liberty  of  travel  and  occupation  on  account  of 
the  larger  accumulation  of  surplus  than  they  could  if  the 
surplus  was  divided  annually. 

Q.  You  have  spoken  of  the  advantage  to  the  company  in 
having  a  large  surplus.  Of  course  this  surplus  is  derived  from 
the  accumulation  of  premium  payments?  A.  From  the  bal- 
ance left  after  the  payment  of  death  losses  and  expenses,  laying 
aside  the  reserve. 

Q.  Yes,  that  is  what  is  left  from  premium  payments?  A. 
Yes,  sir. 

Q.  And  of  course  the  profits  upon  investments?    A.  Yes,  sir. 

Q.  Now,  the  extent  to  which  the  company  accumulates 
money  through  the  payment  of  premiums  and  investments 
over  and  above  those  returns  to  policyholders  indicates  the 
extent  to  which  in  efifect  policyholders  have  been  overcharged 


6256 


Testimony  of  Joel  G.  Van  Cise 

for  their  insurance,  does  it  not?    A.  I  would  hardly  call  it  an 
overcharge. 

Q.  Well,  it  is  charging  more  than  it  has  cost  the  company  to 
carry  it?  A.  It  has  proved  to  be  an  excess  over  what  was 
necessary. 

Q.  Yes.  In  other  words,  the  policyholders  have  put  into  the 
hands  of  the  companies  moneys  which  the  companies  have  not 
needed  to  meet  the  contracts  and  to  pay  the  expenses  and 
management?    A.  Yes. 

Q.  The  theory  of  dividends  in  life  insurance  is  that  the 
policyholders  in  a  mutual  company  at  least  should  receive  back 
what  they  have  been  overcharged  in  premiums,  is  it  not?  A. 
Oh,  yes. 

Q.  In  other  words,  it  is  not  like  an  investment  for  the  pur- 
pose of  making  a  profit ;  the  policyholder  pays  a  certain  amount 
to  get  certain  insurance  and  if  he  pays  too  much  in  the  case 
of  a  mutual  company  it  is  fair  that  it  should  come  back  to  him 
in  some  form  ?  A.  That  is  fair,  but  you  understood,  of  course, 
that  there  is  only  one  kind  of  policy  that  is  not  an  investment 
policy,  and  that  is  a  term  policy,  or  natural  premium  policy. 
Any  other  policy  is  an  investment  policy. 

Q.  You  have  spoken  of  the  strength  of  the  company.  Do 
you  mean  by  that  that  it  is  important  that  a  mutual  company 
should  have  a  large  accumulation  of  funds  in  excess  of  its  re- 
serve?   A.  I  think  it  is. 

Q.  In  other  words  that  there  may  be  fluctuations  in  the  value 
of  its  property?    A.  Yes. 

Q.  Which  should  be  guarded  against  so  that  the  company 
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may  not  become  suddenly  insolvent  by  a  fall  in  market  values 
a  depletion  of  its  reserves,  is  that  the  idea?    A.  Yes,  sir. 

Q.  Have  you  formed  any  judgment  as  to  the  extent  to  which 
a  company  should  have  a  surplus  or  contingency  fund  in  ex- 
cess of  its  reserve  to  guard  against  fluctuation  of  values?  A. 
I  believe  it  should  have  in  the  neighboi'hood  of  ten  per  cent. 

Q.  Of  what?    A.  Of  the  reserves. 

Q.  Ten  per  cent,  of  the  reserves.  And  that  you  believe  should 
be,  while  of  course,  the  money  actually  on  hand  is  being  re- 
plenished constantly,  and  being  paid  out  constantly,  should  be 
a  steady  reserve  fund  or  surplus  fund  ?     A.  I  believe  so,  yes. 

Q.  But  above  that  your  view  is  that  in  the  case  of  a  mutual 
company  the  moneys  should  be  returned  to  the  policyholders? 
A.  It  would  be  safe  to  do  so. 

Q.  It  would  be  safe  to  do  so  and  it  would  be  fair  to  do  so? 
A.  It  would  be  fair  to  do  so  if  the  contracts  call  for  it. 

Q.  Well,  it  would  be  unfair  not  to  have  the  contracts  call 
for  it  if  it  were  a  mutual  company  ?    A.  No,  I  do  not  think  so. 

Q.  That  is  on  the  supposition  that  every  adult  who  makes  a 
contract  with  his  eyes  open  cannot  charge  the  other  party  with 
unfairness,  I  suppose?  A.  I  think  that  a  man  may  take  a  de- 
ferred dividend  contract  as  an  investment  and  part  of  the  surplus 
be  an  investment  the  same  as  a  man  takes  an  endowment  policy 
for  an  investment. 

Q.  But  I  mean  looking  at  the  theory  of  the  organization  of 
a  mutual  company  and  the  object  of  the  company  to  provide 
insurance,  that  normally  the  ideal  situation  would  be  to  re- 
turn the  moneys  over  and  above  the  amount  necessary  to  pro- 
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vide  reserves  and  a  proper  guarantee  or  contingency  fund  to 
meet  fluctuations  in  value?    A.  Certainly. 

Q.  With  regard  to  the  time  when  such  returns  should  be 
made,  it  is  an  advantage  to  the  company  to  have  the  period  of 
division  postponed,  because  it  can  hold  larger  sums  of  money^ 
is  that  it?    A.  That  is  one  advantage. 

Q.  It  is  an  advantage  to  the  policyholder  you  think  because 
he  will  get  more  if  he  persists  by  reason  of  his  longevity?  A. 
I  think  he  will.  I  say  I  think  it  fairer  that  the  men  who  show 
the  best  lives  and  pay  the  most  premiums  ought  to  have  some 
benefit   of  it. 

Q.  Why,  a  man  who  lives  longer,  does  not  pay  any  more 
premiums  on  the  same  kind  of  policy  does  he?    A.  Certainly. 

Q.  You  mean  he  pays  for  a  longer  period?  A.  Yes,  a  larger 
amount. 

Q.  And  hence  a  larger  amount  in  the  end?     A.  Yes. 

Q.  And  the  idea  is  that  the  men  who  live  long  get  the  worst 
of  the  insurance  scheme  and  those  that  die  soon  get  the  main 
advantages,  or  their  estates  do.  And  you  think  it  equalizes  that 
to  some  extent  to  provide  a  system  by  which  those  who  live 
the  longer  will  share  something  in  the  gains  from  the  policies 
of  those  or  the  premium  payments  of  those  who  die  within  a 
given  period.  Is  that  the  idea  of  it?  A.  The  idea  is  to  equalize 
the  benefits  to  some  extent. 

Q.  Well,  that  is  not  a  very  important  extent,  is  it?  A.  Well, 
I  think  it  is. 

Q.  To  what  extent  do  you  find  that  in  your  deferred  divi- 
dend apportionment  there  are  gains  from  lapses  of  members 
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who  have  not  survived  the  period?  A.  There  have  been  a 
large  amount  of  gains.  They  may  not  be  as  great  in  the  fu- 
ture, but  there  has  been  in  the  past  a  great  amount  gained  that 
way. 

Q.  That  somewhat  offsets  the  argument  as  to  the  persistence 
of  those  policies,  does  it  not?  A.  No,  I  think  the  more  Uberal 
features  have  tended  to  lessen  the  persistence,  but  I  believe  the 
holder  of  a  deferred  dividend  policy  is  naturally  more  persistent 
than  the  holder  of  an  annual  dividend  policy. 

Q.  You  have  said  in  the  case  of  an  annual  dividend  policy  a 
man  does  not  know  what  he  will  have  to  pay.  He  knows  the 
maximum  he  will  have  to  pay?     A.  Yes,  sir. 

Q.  And  the  uncertainty  lies  in  whether  he  will  have  to  pay 
as  much  as  that  maximum?    A.  Yes. 

Q.  Whereas  in  a  deferred  dividend  he  is  sure  he  will  have  to 
pay  that  premium?  A.  The  trouble  is  that  men  who  take  an- 
nual dividend  policies  are  often  assured  by  agents  that  their 
premiums  may  be  reduced  perhaps  a  quarter  or  one-half  and 
they  will  have  very  little  to  pay. 

Q.  And  the  men  who  take  deferred  dividend  policies  are  fre- 
quently assured  they  will  get  much  larger  amounts  at  the  end 
of  the  period  than  they  do  get?    A.  Yes. 

Q.  Do  you  think  there  is  any  balance  in  favor  of  deferred 
dividend  policies  so  far  as  expectation  and  assurance  of  agents 
go?    A.  Well,  I  think  there  is  some. 

Q.  Well,  it  would  be  almost  impossible  to  generalize  on  that, 
would  it  not?  A.  I  should  think  the  majority  of  men  forget 
at  the  end  of  the  periods  what  they  were  told  at  the  begin- 
ning. 
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Q.  It  would  seem  that  some  have  very  good  memories,  judg- 
ing from  the  correspondence  in  the  hand  of  the  committee.  A. 
Yes,  but  everybody  has  been  disappointed  in  the  past  few  years. 
Q.  Both  annual  and  deferred  dividend?  A.  Yes. 
Q.  Only  in  the  case  of  the  annual  dividend  he  knows  it  now 
and  in  the  case  of  the  deferred  dividend  he  does  not  know  it 
until  the  period  expires  ?  A.  Many  know  it  in  advance.  If  any- 
body asks  me  about  it  I  always  tell  them  beforehand. 

Q.  But,  of  course,  you  are  aware  of  the  fact  that  in  dealing 
with  these  deferred  dividend  policies  prospects  have  been  in- 
dicated which  have  not  been  realized  and  there  has  been  a  great 
deal  of  disappointment?    A.  Yes. 

Q.  And  it  has  led  to  a  great  deal  of  criticism,  and  in  fact  has 
in  effect  led  to  what  you  have  said  in  defence  of  the  deferred 
dividend  system,  is  not  that  so.    A.  Oh,  yes. 

Q.  Now,  in  order  that  we  may  judge  just  what  happened  in 
case  a  deferred  dividend  policy  is  written  by  your  company  I 
should  like  to  have  you  state  the  method  by  which  deferred 
dividends  are  calculated,  and  before  you  state  that,  will  you 
state  into  how  many  classes  you  divide  deferred  dividend 
policies?  A.  There  have  been  about  a  dozen  classes,  some  of 
them  are  closed  now.    I  think  there  are  eight  or  ten  now. 

Q.  What  are  they?  A.  Well,  there  is  a  tontine  savings  fund 
class,  there  are  three  semi-tontine  classes  composed  of  what 
are  called  regular  policies,  Southern  class  policies  and  tropical 
class  policies,  there  is  a  free  tontine  class,  there  is  a  guarantee 
cash  value  class,  there  is  a  new  guarantee  cash  value 
class;  there  is  a  total  abstinence  class,  there  is  a 
graduated  class  and  then  there  is  a  class  which  you  must  call 
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simply  a  deferred  dividend  class,  composed  of  policies  issued 
for  a  brief  period  of  time.  I  may  explain  here  that  this  mat- 
ter of  classification  is  almost  entirely  a  matter  of  my  own  de- 
vising, approved  by  the  actuary  of  the  company,  Mr.  Phillips, 
at  the  time  it  was  done.  I  know  of  no  law  enacted  by  any 
State  which  has  ever  affected  the  question  of  dividends  in  any 
way,  given  any  direction  whatever  in  regard  to  the  apportion- 
ment of  dividends.  Therefore,  it  has  been  a  matter  left  to  the 
judgment  and  discretion  of  the  managers  or  actuaries  of  the 
company.  I  don't  know  of  any  two  companies  who  have  adopted 
the  same  methods  or  the  same  system  of  apportioning  divi- 
dends, and  our  contracts  do  not  fix  any  method,  but  I  devised 
this  method  of  classes  as  a  matter  of  equity.  To  give  that  a 
full  explanation 

Q.  Yes.  A.  I  think  it  equitable  that  the  poHcies  similar  in 
their  terms  should  be  kept  in  separate  classes,  and  should  re- 
ceive profits  according  to  the  experience  in  those  classes. 

Q.  Do  you  classify  the  deferred  dividend  policies  according 
to  their  nature?    A.  Yes,  sir. 

Q.  And  those  classes  that  you  have  mentioned,  such  as  the 
graduated  class,  the  deferred  dividend  class,  the  total  abstinence 
class,  the  guarantee  cash  value  class,  the  new  guarantee  value 
class,  are  they  of  recent  creation?    A.  Yes,  sir. 

Q.  Within  what  period  of  years?  A.  We  began  issuing  guar- 
antee cash  value  policies  in   1896. 

Q.  And  prior  to  1896  did  you  have  any  classes  except  the 
tontine  savings  fund  class,  the  semi-tontine  class,  and  the  free 
tontine  class?     A.  No,  sir. 
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Q.  When  did  the  Equitable  first  begin  to  write  tontine 
policies?  A.  That  brings  to  mind  I  omitted  our  first  class,  our 
tontine  dividend  class.  They  were  so  long  ago  settled  that  I 
did  not  mention  them. 

Q.  Tontine   dividend  class?     A.  Yes. 

Q.  You  mean  that  was  a  class  by  itself?    A.  Yes,  sir. 

Q.  That  was  the  original  class?  A.  That  was  the  original 
class. 

Q.  And  all  your  tontines  were  in  that  class?  A.  Oh,  no,  no; 
they  were  different  in  their  features  from  tontine  savings  fund 
policies. 

Q.  Which  of  the  class  did  you  call  the  full  tontine?  A.  One 
was  called  the  tontine  savings  fund. 

Q.  Go  back,  please,  and  tell  the  time  when  tontine  policies 
were  first  written  by  the  Equitable?  A.  In  the  latter  part  of 
the  year   1868. 

Q.  And  what  class  of  policies  were  then  issued — tontine,  I 
mean?  A.  They  were  called  tontine  dividend  policies  in  four 
separate  classes  called  A,  B,  C  and  D. 

Q.  How  were  they  classified?  A.  Class  A  policies  were  com- 
posed of  those  who  paid  premiums  for  a  certain  period  of  years, 
and  had  no  surrender  values;  they  paid  premiums  until  the  pre- 
miums compounded  at  ten  per  cent,  compound  interest  would 
equal  the  face  of  the  policy.  The  theory  was  that  if  the  man 
died  in  such  period  his  heirs  would  receive  the  premiums  back 
with  at  least  ten  per  cent,  interest  added,  and  therefore,  the 
periods  varied  according  to  the  ages;  and  Qass  B  was  the  same 
kind  except  surrender  values  were  given.  In  Class  A  no  sur- 
render values  were  given  in  case  of  lapse.     Class  C  was  like 
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Class  A  except  they  paid  premiums  for  a  fixed  term  of  years. 
Qass  D  was  like  C,  paid  premiums  for  a  fixed  term  of  years. 

Q.  How  long  did  that  tontine  dividend  class  exist?  A.  It 
was  closed  in  1872 — ceased  issuing  policies  in  1872. 

Q.  When  did  you  begin  to  issue  policies  of  the  tontine  sav- 
ings fund  class  or  tontine?  A.  In  the  latter  part  of  the  year 
1871. 

Q.  How  long  have  they  continued — to  the  present  time?  A. 
No. 

Q.  To  what  date?    A.  We  stopped  their  issue  in  1886. 

Q.  And  when  did  you  begin  to  issue  the  semi-tontine  policies? 
A.  In  1883. 

Q.  And  are  they  still  issued?    A.  No. 

Q.  When  were  they  stopped?    A.  Stopped  in  1889. 
t 
Q.  Then  you  began  to  issue  what  class?     A.  Free  tontine. 

Q.  Had  you  issued  those  previously?  A.  No,  issued  those 
in  1886  first. 

Q.  Now,  what  was  the  distinction  between  the  free  tontine 
and  semi-tontine?  A.  Under  the  full  tontine  policies  no  sur- 
render value  is  given  unless  a  man  lived  and  kept  his  policy  in 
force  until  the  end  of  the  dividend  period.  Under  a  semi-tontine 
policy  a  man  was  allowed  the  same  surrender  value  as  under 
an  annual  dividend  policy,  except  there  were  no  dividends;  he 
had  the  same  value  on  the  reserve. 

Q.  And  the  free  tontine  what  was  that?  A.  The  free  tontine 
policy  removed  the  restrictions.  Under  a  semi-tontine  policy 
men  were  restricted  as  regards  travel,  residence  and  occupa- 
tion. Under  a  free  tontine  policy  those  restrictions  were  all 
removed  after  one  or  two  years. 
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Q.  Then  the  free  was  really  a  sort  of  semi-tontine,  wasn't 
it,  liberalized  semi-tontine?    A.  Yes,  liberalized  semi-tontine. 

Q.  Now,  did  you  at  any  time  from  the  start  classify  tontine 
or  deferred  dividend  policies  according  to  the  year  of  issue? 
A.  No. 

Q.  In  other  words  policies  with  a  deferred  dividend  period 
of  twenty  years  issued  in  1880  were  never  kept  in  a  class  by 
themselves?    A.  No. 

Q.  You  have  been  asked  to  furnish  the  Committee  with  a  state- 
ment of  the  manner  in  which  the  deferred  dividends  have  been 
calculated  and  you  have  sent  in  this  paper  (showing  witness 
paper) — that  is  correct?    A.  I  guess  so. 

MR.  HUGHES:  I  offer  it  in  evidence. 

Paper  marked  Exhibit  912  and  read  in  evidence  by  Mr. 
Hughes. 

Q.  When  you  say  at  the  outset  that  a  special  account  is  kept 
of  the  income  and  outgo  properly  belonging  to  tontine  classes 
separately  from  the  other  business  of  the  Society  you  have 
reference  to  the  classes  you  have  described  and  not  to  policies 
considered  with  reference  to  the  year  of  issue?    A.  I  do. 

Q.  You  have  never  in  the  Equitable  accumulated  annual  divi- 
dends, that  is  to  say  taken  the  deferred  dividends  as  the  equiva- 
lent of  the  total  of  annual  dividends  which  would  have  been  pay- 
able had  the  policy  been  an  annual  dividend  policy  and  taking 
the  annual  dividends  and  accumulating  them  with  interest?  A. 
We  have  not  done  it  on  that  plan — no. 
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Q.  Have  you  ever  in  the  Equitable  kept  a  separate  account 
with  the  particular  policies  crediting  to  them  at  the  end  of  each 
year  their  share  of  the  gains  of  the  year?     A.  No. 

Q.  Have  you  ever  kept  any  account  with  any  particular 
policy  to  which  you  referred  at  the  end  of  the  tontine  period  in 
order  to  ascertain  the  share  of  that  policy  in  the  gains  to  be  ap- 
portioned?   A.  No,  not  until  the  end  of  the  period. 

Q.  In  other  words  until  the  end  of  the  dividend  period  you 
have  no   account  with  any  particular  policy?     A.  No. 

Q.  Or  with  any  policies  of  a  given  year  of  issue  or  with  any 
policies  having  the  same  tontine  period?    A.  No. 

Q.  But  you  have  accounts  with  reference  to  policies  of  a 
certain  class  whatever  their  deferred  dividend  periods  may  be? 
A.  I  should  correct  that  perhaps  and  say  that  in  making  up 
the  total  of  the  class,  we  of  course,  have  an  account  with  in- 
dividual policies  of  premiums  received. 

Q.  I  am  talking  about  dividend  and  surplus  account?  A. 
No,  there  is  no  surplus  account. 

Q.  But  you  do  have  an  account  with  all  policies  of  a  given 
class  having  reference  to  the  end  of  the  policies?    A.  Yes. 

Q.  And  not  with  reference  to  the  year  of  issue  or  the  periods? 
A.  No. 

Q.  Now  that  we  may  understand  precisely  how  this  matter 
is  dealt  with  I  will  ask  you  if  this  sheet  now  handed  you  and 
which  has  come  from  your  department  to  the  committee  is  a 
statement  showing  the  calculations  with  reference  to  deferred 
dividend  policies  whose  periods  expired  1904  for  the  distribu- 
tion of  surplus  in  that  year?  A.  This  is  a  copy  which  I  or- 
dered made  up  from  the  original. 
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Q.  It  shows  that?    A.  Yes,  sir. 

MR.  HUGHES :  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  913). 

]\IR.  HUGHES :  This  will  be  spread  upon  the  record  at  tliis 
point  and  shall  not  take  the  time  to  read  it  but  shall  ask  you 
to  explain  it  in  answer  to  my  questions. 

(Exhibit  No.  913  will  be  found  in  the  book  of  exhibits.) 

Q.  You  have  here  a  heading  "Tontine  Experience  for  Policy 
Year  Ending  in  1904."  That  means  that  the  calculations  under 
that  heading  relate  to  the  apportionment  of  surplus  to  be  made 
in  1904  on  policies  then  maturing?     A.  Ending  their  period. 

Q.  You  have  two  general  classes  stated  here,  savings  funds 
and  semi-tontine?     A.  Yes. 

Q.  And  three  sub-divisions  of  savings  fund  class,  to  wit :  South- 
ern, Tropical  and  Twenty  Years?     A.  Yes. 

Q.And  four  sub-divisions  of  semi-tontine  class,  to  wit:  Trop- 
ical, Regular  and  Free  ?     A.  I  do  not  count  the  Free  as  Semi. 

Q.  That  was  intended  to  be  a  separate  heading?  A.  Separate 
heading. 

Q.  So  that  you  have  three  general  classes  here,  semi-tontine 
being  divided  into  semi-tropical  and  regular  and  the  free  con- 
stituting the  third  class?    A.  Yes. 

Q.  Now,  you  start  out  by  putting  down  premiums  paid  and  due 
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in  1903,  with  reference  to  each  class.  What  are  those  items? 
A.  Those  are  the  premiums  actually  paid  and  due  under  the 
policies  in  force. 

Q.  That  is  from  the  policies  of  this  class  or  on  the  policies 
■of  this  class  ?  A.  I  should  explain,  that  account  is  made  up  before 
the  close  of  the  year.  All  the  calculations  are  made  up  before 
the  close  of  the  year  in  order  to  determine  approximately  the 
results  we  have  to  send  out  in  December,  in  order  to  reach 
people  all  over  the  world,  whose  policies  become  entitled  to  a  share 
in  the  surplus  in  January — we  have  to  make  the  calculations  some 
time  before  the  end  of  the  year,  in  order  to  carry  out  our  con- 
tract obligations,  and  therefore  this  is  made  on  the  assump- 
tion that  all  policies  in  force  the  premiums  will  be  paid.  That  is 
the  reason  it  says  "Paid  and  due" — some  are  not  yet  paid. 

Q.  You  make  up  this  with  reference  to  the  distribution  on 
policies  whose  periods  expire  at  the  end  of  1904  some  time  be- 
fore the  close  of  the  year?    A.  Yes,  sir. 

Q.  And  with  reference  to  a  distribution  to  be  made  in  1905? 
A.  No,  1904.     It  was  made  before  the  close  of  the  year  1903. 

Q.  The  distribution  is  ?  A.  The  distribution  is  actually  made  in 
1904,  but  the  calculation  is  made  in  the  latter  part  of  1903. 

Q.  So  that  I  was  a  year  ahead  of  time  in  my  statement?  A. 
Yes. 

Q.  And  the  distributions  upon  which  were  to  be  made  in  1904? 
A.  Yes. 

Q.  So  that  the  first  item  "premiums  paid  and  due  in  1903"  has 
reference  to  the  premiums  on  the  policies  of  the  several  classes 
a  total  of  which  will  be  paid  in  that  year.     Now,  you  have  the 
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next  item,  "expenses  estimate"^— you  estimate  the  amount  of  the 
expenses?    A.  That  is  an  estimate  based  on  past  experience. 

Q.  How  do  you  distribute  the  expenses  among  these  various 
classes?  A.  Well,  that  is  the  one  matter  that  is  made  a  matter 
of  judgment  arrived  at  by  actual  facts — I  arrive  at  it  from  the 
actual  facts,  as  they  existed  in  regard  to  the  expenses  of  the  so- 
ciety, apportioning  a  certain  amount  against  first  year's  premiums 
and  a  certain  amount  against  the  renewal  premiums. 

Q.  Just  what  do  you  do  taking  the  actual  expenses  for  the 
year  when  you  make  these  up?  A.  No,  not  the  actual  expenses 
for  that  year,  you  cannot  get  it,  it  is  not  ended.  I  based  it  on 
actual  expenses  for  the  series  of  preceding  years. 

fj.  You  get  at  that  as  best  you  can  by  estimate?  A.  Yes,  sir. 
Q.  Having  got  at  it  by  estimate,  how  do  you  distribute  the 
expanses  among  the  various  policies  or  class  of  policies?  A.  As 
a  general  rule,  I  charge  about  fifteen  per  cent,  against  renewal- 
varying  according  to  the  facts  of  the  case— against  first  year's 
premiums. 

Q.  That  is  a  matter  of  judgment?  A.  The  first  year's  pre- 
miums are  not  in  this  calculation.  None  of  those  policies  had 
any  first  year's  premiums  at  that  time;  they  were  all  closed, 
that  is,  so  far  as  new  business  was  concerned  at  that  time. 

Q.  Then  you  put  down  the  death  losses,  those  are  the  actual 

or  estimated?     A.  They  are  actual,  made  by  exact  calculation. 

Q.  You  have  not  got  them  all  in  for  the  year  at  the  time  you 

make  it  up?     A.  That  is  up  to  date,  below  we  estimate  for  the 

balance.    That  is  exact  up  to  that  time. 

Q.  Then  you  put  down  fund  and  values-what  is  that?     A. 
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That  is  an  exact  calculation  of  the  fund  on  policies  maturing 
during  1903. 

Q.  That  is  brought  forward?  A.  No,  that  is  made  up  by  an 
exact  calculation  on  policies  ending  periods  in  1903,  maturing 
and  also  the  value  of  policies  which  were  purchased  during  that 
year. 

Q.  Where  do  you  get  these  figures?  A.  I  get  them  from 
the  books  of  the  society  making  up  the  regular  list  of  policies 
ending  periods  in  1903,  actual  calculation  of  the  value  of  those 
policies,  surplus  and  reserve  together. 

Q.  What  do  you  take  to  arrive  at  the  fund — I  thought  your 
object  in  making  this  calculation  was  to  get  at  the  division  of 
the  surplus?  A.  I  am  speaking  now  of  those  already  divided 
for  that  year.  This  is  to  get  that  for  1904.  That  is  a  calculation 
in  1903. 

Q.  In  other  words,  you  bring  forward  there  the  amount  of 
the  fund  as  calculated  on  policies  in  1903?     A.  Certainly. 

Q.  That  matured  in  1903?  A.  Yes,  and  also  includes  the 
values  of  policies  purchased  before  the  end  of  their  periods. 

Q.  Then  you  have  here  total  expenditures — what  are  those? 
A.  That  is  a  simple  addition  of  those  two  items. 

Q.  That  is  of  what  items?  A.  That  is  of  the  expenses  and 
of  the  funds  and  values. 

Q.  Then  you  have  a  net  balance,  what  is  that?  A.  That  is  a 
deduction  of  the  expenditures  from  the  receipts. 

Q.  I  see  that  is  a  negative  quantity  here?    A.  Yes. 

Q.  What  does  that  import?  A.  That  means  that  the  amount 
paid  out  was  larger  than  the  amount  to  be  received. 
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Q.  Then  you  have  interest  upon  what?  A.  Upon  this  bal- 
ance. 

Q.  Then  you  have  the  fund  as  it  stood  on  hand  at  the  end 
of  1902,  according  to  your  previous  calculations?    A.  Yes. 

Q.  Then  you  take  interest  at  four  per  cent,  and  from  this 
data  you  determine  that  the  fund  at  the  end  of  1903  is  a  certain 
amount?    A.  Yes. 

Q.  Then  you  take  interest  and  you  have  certain  deferred 
premiums  and  certain  expenses,  and  by  making  the  requisite 
additions  and  deductions  accordingly  you  reach  another  amount 
which  represents  the  corrected  fund  at  the  end  of  1903 — is  that 
right  ?  A.  Yes,  fund  at  the  end  of  policy  year — 1904,  is  it  not  ? 
Q.  See  if  that  is  the  case?  A.  I  will  put  on  my  glasses. 
This  figure  here,  that  is  the  end  of  1903   (indicating). 

Q.  Then  you  progress  that  to  the  end  of  the  policy  year? 
A.  Yes. 

Q.  Just  at  what  time — average?  A.  We  take  an  average 
the  first  of  July  on  the  basis  that  policies  are  issued  through 
the  year. 

Q.  That  would  be  the  first  of  July,  1904?    A.  Yes,  sir. 
Q.  You  try,  having  determined  the   fund  in  this  way  at  the 
end  of  1903,  to  see  what  it  will  be  at  the  end  of  July,  1904? 
A.  At  the  anniversary  of  the  policies  which  on  an  average 
would  be  July  1st. 

Q.  And  to  do  that  you  estimate  losses  to  the  end  of  the 
policy  year,  unadmitted  assets,  profit  and  loss,  you  figure  out 
one  and  one-half  per  cent,  of  assets?  A.  Yes.  That  varies 
according  to  the  condition  at  the  end  of  each  year. 
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Q.  That  is  a  matter  of  judgment?  A.  No,  that  is  a  matter 
actually  shown  by  the  books  of  the  company. 

Q.  The  profit  and  loss — that  item  ?     A.  Yes,  sir. 

Q.  So  in  this  particular  case  it  did  show  actually  one  and  a 
half  per  cent,  of  the  assets?     A.  Yes,  either  a  loss  or  a  gain. 

Q.  Then  you  bring  down  the  fund  in  each  of  these  classes 
at  the  end  of  the  policy  year?     A.  Yes. 

Q.  That  means  for  this  particular  calculation  on  July,  1904? 
A.  Yes. 

Q.  Now  you  take  the  amount  of  insurance  in  force  at  what 
time?  A.  At  the  time  these  calculations  were  made;  it  was 
made  on  the  first  of  October,  say. 

Q.  Then  you  take  the  reserve  on  that?     A.  Yes. 

Q.  And  you  then  calculate  the  estimated  loss  at  the  end  of 
the  policy  year,  and  the  reserve  at  the  end  of  the  policy  year  on 
the  insurance  in  force  of  these  various  classes?     A.  Yes. 

O.  At  that  time?     A.  Yes. 

Q.  Then  you  take  a  certain  amount  as  surplus — where  do  you 
get  that  ?     A.  Deducting  liabilities  from  the  assets. 

Q.  That  is,  deducting  this  reserve  which  you  have  said  will 
be  the  reserve  at  the  end  of  the  policy  year  from  the 
fund  which  you  have  brought  forward  and  increased  as  of  the 
same  date?     A.  Yes. 

Q.  You  bring  down  what  you  believe  will  be  the  surplus  on 
each  of  these  classes  at  that  time?     A.  Yes,  sir. 

Q.  Then  you  say  that  that  surplus  as  of  July  ist,  1904,  is  72 
per  cent,  of  the  reserve  at  the  end  of  the  policy  year?     A.  Yes. 

Q.  That  is  what  you  mean  by  saying,  "Per  cent  of  reserve, 
seventy-two  per  cent,"  under  the  heading  "Twenty."    I  happen 
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to  take  that  particular  heading,  but  you  have  in  each  case  the 
percentage  which  the  surplus  is  of  the  reserves?     A.  Yes. 

Q.  So  that  the  correctness  of  that  calculation  depends  upon 
the  correctness  of  your  prior  calculations  for  earlier  years 
which  you  bring  forward,  and  the  correctness  of  your  hypothe- 
sis with  regard  to  expenses  and  losses  as  of  the  year  which 
you  are  considering?  A.  No,  there  is  no  hypothesis  about 
that  at  all. 

Q.  There  is  as  to  expenses?  A.  That  is  the  only  thing  in 
which  there  is  anything  but  exact  calculation. 

Q.  Then  you  have  brought  forward  the  funds  from  the  year 
before,  and  that  year  you  brought  forward  the  funds  from 
the  year  before  that?    A.  Yes. 

Q.  And  this  practice  has  gone  on  for  some  thirty  years?  A. 
Yes. 

Q.  So  that  the  fund  which  you  have  at  the  end  of  the  policy 
year  1904  is  determined  correctly  or  otherwise,  according  to 
the  correctness  of  these  various  calculations  you  have  made  in 
determining  the  funds  of  prior  years  ?    A.  Yes. 

Q.  That  is  correct?     A.  Yes,  sir. 

Q.  Now,  having  ascertained  that  the  estimated  surplus  at 
the  end  of  the  policy  year  1904  is  a  certain  percentage  of  the 
reserve  at  the  end  of  the  policy  year  at  that  time  you  then 
proceed  to  put  down  what  you  say  is  an  estimated  fund?    A. 

Yes. 

Q.  What  is  that  ?    A.  That  is  the  fund  reckoned  on -the  basis 

of  the  hypothesis  originally  made. 

Q.  In  other  words,  having  determined  what  the  surplus  will 
be  at  the  end  of  the  policy  year  in  1904  you  compare  that  with 
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an  estimate  or  hypothetical  surplus  which,  according  to  certain 
data,  was  expected  would  exist  at  that  time?  Is  that  it? 
A.  Yes. 

Q.  And  you  then  took  an  estimated  reserve,  that  is  a  reserve 
which,  according  to  an  hypothesis,  was  expected  to  exist  at 
that  time?  A.  The  reserve  would  be  an  actual  fact  if  that 
hypothesis  turned  out  to  be  correct. 

Q.  Of  course.  I  mean  if  one  assumption  is  correct  the  other 
would  follow.  It  is  a  sort  of  hypothesis  by  way  of  corollary. 
Is  that  right?    A.  Well 

Q.  Then  you  have  an  estimated  surplus,  which  of  course  is 
based  upon  the  correctness  of  the  other  assumptions?  A. 
That  is  simply  the  difference,  of  course. 

Q.  In  other  words,  you  find  out  after  you  have  got  what  you 
suppose  is  the  surplus  at  the  end  of  the  policy  year  in  1904,  an 
estimated  surplus,  and  an  estimated  reserve,  and  an  estimated 
fund  to  compare  it  with?  A.  You  can  call  it  estimated  or  hypo- 
thetical. 

Q.  Well,  hypothetical,  to  compare  it  with?  A.  Yes,  it  cor- 
responds with  the  description  you  read. 

Q.  Well,  we  are  now  finding  out  how  the  matter  described 
works  out  in  practice?    A.  Yes. 

Q.  Now,  these  estimates  that  you  have  stated  here  show  the 
extent  that  the  surplus,  the  hypothetical  or  estimated  surplus 
is  a  certain  percentage  of  the  hypothetical  or  estimated  fund. 
For  example,  in  this  table  before  us,  taking  what  is  under  the 
figure  20,  twenty  year  class,  I  assume  ?    A.  Yes. 

Q.  You  found  that  your  actual  surplus — ^that  is,  your  surplus 
which,  through  your  calculation,  you  believed  would  exist  at 
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the  end  of  the  policy  year  in  1904  was  seventy-two  per  cent 
of  the  reserve  at  that  time?    A.  Yes. 

Q.  But  the  hypothetical  surplus  with  which  you  compared  it 
was  found  to  be  in  the  same  class  of  policy  196.2  per  cent,  of  the 
hypothetical  reserve.  Is  that  right?  A.  Yes.  Will  you  let 
me  give  an  explanation  there  ? 

Q.  I  am  going  to  show  what  these  hypotheses  are  in  just  a 
moment,  if  that  is  what  you  refer  to.     A.  All  right. 

Q.  I  merely  want  to  get  at  this  table  first?  A.  I  merely 
wanted  to  say  that  hypotheses  Was  not  used  in  giving  those 
policyholders  the  estimates  when  their  policies  were  taken  out. 

Q.  You  mean  they  were  not  referred  to  this?  A.  No,  that 
was  not  given. 

Q.  We  will  come  to  the  estimate,  but  I  am  not  dealing  with 
the  calculation.  When  you  make  the  calculation  you  find  on 
this  class  of  policy  your  surplus  estimated  at  the  end  of  the 
year  is  seventy-two  per  cent,  of  the  reserve,  and  that  the  hypo- 
thetical surplus  is  196.2  per  cent,  of  the  hypothetical  reserve. 
Is  that  right?  A.  That  was  made  in  1871  on  the  authority  of 
Shepard  Romans. 

Q.  We  will  come  to  that  in  a  moment.  Before  we  come  to 
the  explanation  we  want  to  find  what  the  table  means.  A.  That 
is  right. 

Q.  Then  you  take  the  percentage  of  the  actual  surplus  to  the 
estimated  surplus,  do  you  ?    A.  Yes,  sir. 

Q.  In  other  words,  you  find  out  in  the  case  of  the  twenty- 
year  policies  what  percentage  seventy-two  is  of  196.2?  A. 
Yes. 

Q.  As  you  had  found  that  according  to  your  calculation  of 
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the  surplus  at  the  end  of  the  policy  year,  the  surplus  was  sev- 
enty-two per  cent,  of  the  reserve  at  that  time,  and  that  the 
hypothetical  surplus  was  196.2  of  the  hypothetical  reserve  at 
that  time,  you  then  calculated  that  the  seventy-two  percent, 
was  36.7  of  the  196.2?    A.  Yes. 

Q.  And  that  36.7  per  cent,  you  then  used  in  determining  the 
amount  of  the  actual  surplus  that  you  would  apportion  to  the 
particular  policies  of  the  classes  stated,  is  that  right?  A.  That 
is  right. 

Q.  Now,  under  this  head  of  twenty  you  have  included  all 
policies  of  whether  ten,  fifteen  years  or  twenty,  have  you  not? 
A.  No,  that  is  only  twenty-year  policies. 

Q.  Have  you  not  got  fifteen-year  tontine  savings  fund 
policies?     A.  The  last  one  matured  in  1901. 

Q.  So  that  you  have  had  no  policies  of  that  class  except 
southern,  tropical  and  twenty-year?     A.  That  is  all. 

Q.  In  the  southern  class  are  they  all  twenty  years?  A.  Yes, 
sir. 

Q.  And  the  tropical  ditto?    A.  Yes. 

Q.  What  does  southern  class  mean?  A.  It  was  a  name 
given  by  the  old  actuary,  Mr.  Phillips,  to  policies  which  resided 
in  certain  parts  of  the  South. 

Q.  Southern  part  of  the  United  States?  A.  The  extreme 
South. 

Q.  And  also  Mexico?  A.  No,  rather  about  half  the  Southern 
States. 

Q.  And  the  tropical  means  tropical,  I  suppose?  A.  Yes,  that 
is.  South  of  the  United  States. 
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Q.  Now,  we  have  found  that  after  you  got  your  surplus 
worked  out  for  the  policies  maturing  in  1904,  and  ascertained 
the  percentage  that  that  surplus  was  of  the  reserve  at  that 
time,  you  then  compared  it  with  certain  estimates,  I  mean  with 
certain  estimated  or  hypothetical  surpluses  and  reserves.  Where 
did  you  get  your  hypothetical  reserves,  or  hypothetical  surplus? 
A.  In  that  particular  case,  do  you  mean? 

Q.  Well,  take  it  generally.  A.  Well,  in  that  particular 
case  the  hypotheses  were  based  upon  the  original  estimate 
made  in  1871  under  the  authority  of  Shepard  Homans,  who  was 
counted  at  that  time,  probably,  the  most  distinguished  actuary 
in  the  country. 

Q.  What  we  have  found  you  did  in  Exhibit  No.  913,  is  what 
you  have  done  for  many  years  in  regard  to  the  various  classes 
of  tontine  policies,  the  only  difiference  being  in  the  amounts  set 
down?     A.  Yes. 

Q.  Opposite  the  various  items  in  connection  with  the  classes? 
A.  Yes. 

Q.  Byt  the  method  has  been  the  same?     A.  Yes. 

Q.  For  how  many  years  ?     A.  About  thirty  years. 

Q.  So  that  what  you  have  done  in  effect  is  to  compare  the 
surplus  as  you  have  calculated  it  with  Shepard  Homans'  esti- 
mate ?     A.  That  is  on  the  savings  fund  policy. 

Q.  On  the  savings  fund  policies?  A.  I  made  my  own  hy- 
potheses on  semi  and  free  tontines. 

Q.  When  did  you  make  your  own  hypotheses  on  semi  and 
free  tontines?  A.  Well,  I  made  them  nearly  twenty  years  ago, 
say  seventeen  or  eighteen  years  ago. 

Q.    So  the  hypotheses  with  which  you  have  compared  your 
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calculations  annually  are  those  made  by  Shepard  Homans  in 
1871,  in  the  case  of  savings  fund  policies  and  those  made  by  you 
about  twenty  years  ago  in  the  case  of  semi  and  free  tontine 
policies?    A.  Yes,  sir. 

Q.  And  these  are  the  hypothetical  data  which  you  used?  A. 
Yes,  sir. 

MR.  HUGHES :  I  offer  the  paper  in  evidence. 

(Paper  marked  exhibit  No.  914.) 

MR.  HUGHES:  These  will  appear  in  the  record  and  I  will 
not  read  it  further  than  to  say  that  they  show  the  rate  of  inter- 
est, rate  of  expense,  rates  of  mortality  for  certain  years  and  per- 
centage of  lapses.  The  first  table  being  that  with  regard  to  ton- 
tine, or  used  in  connection  with  savings  fund  policies  on  the 
basis — or  showing  Shepard  Homans'  estimate. 

THE  WITNESS:  I  might  explain,  Mr.  Hughes,  that  Shepard 
Homans  made  estimates  to  make  larger  figures  than  those,  but 
I  suggested  their  being  cut  down. 

Q.  Well,  these  are  the  figures  which  originated  in  1871  ?  A. 
Yes. 

Q.  That  you  have  used  since  that  time  ?    A.  Yes,  sir. 

Q.  For  example,  on  the  savings  fund  policy,  Shepard  Homans 
calculated  that  the  rate  of  interest  earned  would  be  6  per  cent, 
on  investments?    A.  Yes,  sir. 

Q.  He  calculated,  or  rather  estimated,  that  the  rate  of  ex- 
pense would  be  124  per  cent.  Twelve  and  a  half  per  cent,  of 
what?    A.  Of  the  premium. 
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Q.  He  estimates  the  rate  of  mortality  based  on  the  American 
Experience  Table  with  the  50  per  cent,  first  year,  60  per  cent, 
second  year  and  70  per  cent,  the  third  year,  and  all  subsequent  years 
80  per  cent.,  and  he  estimated  that  on  these  policies  there  would 
be  certain  percentages  of  lapses  which  are  stated  here  ?  A.  Yes. 
Q.  Then  you,  about  twenty  years  ago,  made  estimates  to  be 
used  in  connection  with  semi  and  free  tontine  policies,  where  you 
calculated  the  rate  of  interest  four  and  one-half  per  cent?  A. 
Yes. 

Q.  The  rate  of  expense  about  50  per  cent,  first  year,  10  per 
cent,  stibsequent  years,  and  that  the  mortality  on  policies  with 
ten-year  periods  would  be  75  per  cent,  the  first  year,  and  subse- 
quent years  100  per  cent.,  and  the  mortality  55  per  cent,  the  first 
year  and  60  per  cent,  the  second  year,  70  per  cent,  the  third  year 
and  100  per  cent,  subsequent  years,  and  the  mortahty  on  poHcies 
with  twenty-year  periods,  first  year,  50  per  cent.,  second  year 
66  2-3  per  cent.,  third  year  33  1-3  per  cent.,  and  subsequent  years 
100  per  cent.,  and  then  you  stated  what  you  estimated  the  lapses 
would  be  on  these  policies?    A.  Yes. 

Q.  Then  you  have  a  third  table  which  shows  ratios  used  in 
the  hypothetical  calculations  with,  the  guaranteed  cash  value 
policies.     That  you  made  up  yourself?     A.  Yes. 

Q.  In  the  case  of  guaranteed  cash  value  policies  you  went 
through  the  same  method  of  determining  what  you  believed  the 
actual  surplus  was  and  compared  that  with  the  hypothetical  sur- 
plus which  would  have  been  realized  had  the  event  happened  in 
accordance  with  those  hypotheses  ?    A.  Yes. 

Q.  When  did  you  make  up  those  hypotheses  to  be  used  in 
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connection  with  guaranteed  cash  value  policies?  A.  Three  or 
four  years  ago. 

Q.  When  they  were  first  issued?  A.  No,  some  time  after 
they  were  issued. 

Q.  And  you  made  estimates  of  surrenders  and  lapses  in  con- 
nection with  those?    A.  Yes. 

Q.  Now  to  show  how  widely  the  difference  has  been  between 
the  actual  surplus  and  the  estimated  surplus  in  accordance  with 
Shepard  Homans'  estimate  on  savings  funds  tontine  policies, 
are  we  right  in  assuming  from  your  table.  Exhibit  913,  that  you 
calculated  the  surplus  on  July  13,  1904,  on  twenty  year  policies 
to  be  $1,195,655  for  distribution?    A.  Yes. 

Q.  And  that  according  to  Shepard  Homans'  estimate  the 
amount  would  have  been  $3,196,742?    A.  Yes. 

Q.  That  is  right,  is  it  not?    A.  Yes,  sir. 

Q.  It  was  found  that  the  reserve  in  those  policies  would  have 
amounted  to  $1,661,058  at  the  end  of  the  average  policy  year  on 
July  I,  1904,  and  the  estimate  according  to  Shepard  Homans 
would  have  been  $1,079,295?    A.  Yes,  sir. 

Q.  So  that  was  I  not  in  error  a  moment  ago  in  comparing 
the  surplus  of  $1,195,655  with  the  estimated  funds  of  $3,196,742? 
I  should  have  compared  that  with  the  surplus  of  $2,117,447, 
should  I  not?  A.  It  is  better  to  compare  the  percentages,  for 
it  is  found  the  policies  kept  in  force  much  better  than  he  had 
estimated. 

Q.  What  I  meant  a  moment  ago,  I  think  I  made  an  error  in 
comparison  of  the  funds.  I  found  the  surplus  as  of  July  i,  1904, 
of  20  year  policies  of  the  tontine  savings  fund  class  to  be  $1,- 
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195,655,  and  according  to  Shepard  Homans  it  would  have  been 
$2,117,447?    A.  Yes,  that  is  right. 

Q.  Now,  then,  having  reached  the  point  where  you  could 
make  a  comparison  between  your  results  and  Shepard  Homans' 
estimates,  then  you  took,  as  we  have  seen,  the  percentage  which 
the  surplus  was  of  the  reserve  in  the  one  case  and  compared  it 
with  the  percentage  of  the  reserve  in  the  other  case,  taking  the 
percentage  the  former  was  of  the  latter  and  then  applied  it  to  all 
the  policies  of  the  class?  A.  To  the  estimates  of  tlie  policies, 
yes. 

Q.  Now,  you  applied  it  to  what  estimates,  Shepard  Homans' 
in  the  case  of  savings  tontine  policies  ?    A.  Yes. 

Q.  In  other  words  you  made  this  comparison  with  Shepard 
Homans'  estimates  in  total  in  order  to  get  the  percentage  which 
you  could  use  in  figuring  out  the  proportion  of  Shepard  Ho- 
mans' estimates  in  detail  which  you  could  give  to  the  particular 
policyholders?    A.  Yes. 

Q.  So  that  if  you  found  in  looking  up  a  particular  policy  that 
Shepard  Homans'  estimate  that  a  man  would  get  $100  you  would 
give  him  36.7  per  cent?    A.  Yes. 

Q.  Or  $36.70?    A.  Yes. 

Q.  Because  36.7  per  cent,  was  the  percentage  in  efifect  of  the 
calculation  which  your  calculated  percentage  of  reserve  was  to 
Shepard  Homans'  hypothetical  percentage  of  reserve?    A.  Yes. 

Q.  Now  that  resulted  in  this  way,  that  no  matter  what  the  gain 
had  been  on  these  particular  classes  of  policies,  or  whether  they 
had  been  derived  from  one  source  or  another,  the  policyholder 
got  in  that  particular  class  of  policies  36.7  per  cent,  of  Shepard 
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Homans'  estimates,  did  he  not  ?    A.  Yes,  sir,  but  included  gains 
from  all  sources. 

Q.  Of  course  it  did,  but  those  gains  varied  in  amount  and  ex- 
tent, did  they  not?    A.  Oh,  yes. 

Q.  Certainly.  For  example,  the  mortality  has  been  about 
what  was  expected,  has  it  not?  A.  It  has  been  larger  than  he 
estimated. 

Q.  Has  there  been  as  much  difference  in  the  mortality  results 
as  there  has  been  in  interest  results  ?    A.  No. 

Q.  Has  there  been  as  much  difference  in  mortality  results  as 
there  has  been  in  gain  from  lapses  ?    A.  No,  I  think  not. 

Q.  In  other  words,  he  was  much  nearer  the  truth  in  his  esti- 
mates so  far  as  gains  from  mortality  were  concerned  than  in  any 
other  respect  ?    A.  Yes. 

Q.  Now,  policies  of  the  class  to  which  you  applied  this  36.7 
per  cent,  differ  with  regard  to  the  proportion  of  the  gains  to 
which  they  are  entitled  according  to  gains  in  mortality  and 
gains  in  interest,  do  they  not?  A.  The  gains  have  never  been 
separated.  I  don't  know  of  any  such  separation  made  by  any 
company. 

Q.  Whether  made  by  any  company  or  not,  what  I  am  getting 
at  is  whether  you  give  policyholder  A  36.7  per  cent,  of  Shepard 
Homans'  estimate,  regardless  of  the  fact  that  policyholder  A  may 
not  be  entitled  to  the  same  percentage  of  mortality  gains  as 
policyholder  B.  Is  not  that  so?  A.  Oh,  no ;  we  never  separate 
to  find  out  how  much  one  man  gets  in  mortality  gain. 

Q.  That  is  exactly  what  I  am  getting  at.  A.  They  are  in  a 
class  always. 

Q.  You  give  the  same  percentage' of  Shepard  Homans'  esti-- 
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mates  no  matter  from  what  the  gain  which  you  are  actually  di- 
viding may  have  originated?    A.  Certainly. 

Q.  Is  it  not  a  fact  that  your  sources  of  gains  are  from  loading, 
mortality,  interest  and  lapses  ?    A.  Yes. 

Q.  Is  not  the  proportion  of  gain  from  each  of  these  different 
under  ordinary  life,  limited  payment  Hfe  and  endowment  poli- 
cies?   A.  Not  necessarily. 

Q.  Well,  it  is  frequently,  is  it  not?    A.  Oh,  yes,  it  is. 

Q.  For  example,  in  the  ordinary  life  there  is  much  more  actual 
insurance,  as  you  call  it,  than  in  the  case  of  endowment?  A. 
Yes. 

Q.  Consequently  the  gains  on  mortality  are  larger,  I  believe? 
A.  Not  necessarily. 

Q.  Why,  does  not  a  larger  proportion  of  the  surplus  in  or- 
dinary life  cases  come  from  mortality  gains  than  in  endowment 
cases?  A.  No,  the  percentage  varies.  You  mind  that  the  rate 
on  ordinary  life  policies  is  usually  considered  a  little  higher — the 
higher  the  premium  paid  the  lower  the  rate  of  mortality. 

Q.  Well,  the  reserves  are  larger  in  endowments,  are  they  not  ? 
A.  Oh,  yes. 

Q.  And  the  reserve  being  larger,  the  actual  insurance  carried 
by  the  company  is  smaller  in  endowments  ?    A.  Yes. 

Q.  And  it  necessarily  follows,  does  it  not,  that  the  policy- 
holder with  an  ordinary  life  policy  would  share  differently  in 
mortality  gains  than  the  endowment  policyholder?  A.  I  don't 
think  it  necessarily  follows  at  all.  But  that  is  all  taken  into  con- 
sideration in  making  up  the  figures. 

Q.  How  is  it  taken  into  consideration  when  you  take  36.7  per 
cent,  of  Shepard  Homans'  estimate  which  is  based  upon  a  cer- 
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tain  rate  of  interest,  and  certain  mortality  gain,  and  a  certain 
lapsed  gain,  so  that  you  assume  that  each  one  of  these  particular 
men  are  entitled  to  share  in  the  gain  in  exactly  the  same  propor- 
tion that  these  various  factors  of  Shepard  Homans'  bear  to  each 
other?  Is  not  that  so?  A.  Not  exactly.  I  think  those  factors 
are  taken  into  consideration  in  making  up  the  original  estimate. 
They  are  made  up  on  an  exact  calculation. 

Q.  What  original  calculation  do  you  mean,  Shepard  Ro- 
mans' ?    A.  Yes,  as  shown  by  those  figures  there. 

Q.  Shepard  Homans  assumes  a  six  per  cent,  rate  of  interest? 
A.  Yes,  sir. 

Q.  As  a  matter  of  fact,  you  did  not  earn  six  per  cent,  or  an)^- 
where  near  it?    A.  No. 

Q.  So  that  your  gains  from  interest  were  far  less  than  Shep- 
ard Homans  estimated  them  ?     A.  Yes. 

Q.  But  your  gains  from  mortality  were  much  closer  to  Shep- 
ard Homans'  estimate  than  your  gains  from  interest.  Is  not 
that  so?  A.  The  proportion  is  closer.  I  don't  know  whether 
the  amount  is  closer,  but  the  proportion  is  closer. 

Q.  In  the  case  of  an  ordinary  life  policy,  if  you  were  dividing 
up  gains  exactly  according  to  the  relation  that  each  policy  bore 
to  every  other  policy,  you  would  not  give  the  ordinary  life 
policyholders  the  same  percentage  of  mortality  gain  that  you 
would  to  the  endowment  policyholders.  And  if  the  variation 
from  Shepard  Homans'  estimate  diiTers  in  the  case  of  interest 
more  widely  than  in  the  case  of  mortality  gains,  and  you  give  the 
same  percentage  to  every  policyholder  of  Shepard  Homans'  esti- 
mate, are  you  not  necessarily  ignoring    the    distinctions    that 
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should  obtain  between  the  different  classes  of  policies?  A.  I  do 
not  think  so. 

Q.  Why  not?  A.  I  consider  that  in  any  company,  say,  a 
minute  separation  of  the  kind  you  suggest  is  practically  impos- 
sible. 

Q.  I  do  not  care  whether  it  is  possible  or  not.  Let  us  deal 
with  it  as  a  matter  of  theory  first  withcmt  reference  to  practical 
application  of  it.  Is  it  not  perfectly  manifest  that  you  cannot 
take  36.7  per  cent,  of  Shepard  Homans'  estimate  and  apply  it  to 
all  classes  of  policies  regardless  of  the  fact  that  the  actual  inter- 
est differs  from  Shepard  Homans'  estimate  in  one  ratio,  the  mor- 
tality gains  differ  from  Shepard  Homans'  in  another  ratio,  the 
lapse  gains  differ  from  Shepard  Homans'  in  still  a  different 
ratio,  and  still  you  apply  the  same  percentage  of  Shepard  Ho- 
mans' estimate  to  the  different  policies  regardless  of  the  fact 
that  they  should  share  in  these  gains  differently  according  to 
their  provision?  Now,  is  not  that  so,  as  a  matter  of  theory?  A. 
J  think  not. 

O.  Why  not  ?  A.  I  think  a  separation  of  that  kind  is  practi- 
cally impossible. 

Q.  Don't  tell  me,  please,  it  is  practically  impossible.  We  will 
come  to  that  in  a  minute.  Am  I  not  right,  as  a  matter  of 
theory,  that  you  could  do  it  ?  A.  You  may  be  right  as  a  matter 
of  theory. 

Q.  Now,  being  right  as  a  matter  of  theory,  the  difficult  thing 
ihovl  It  was  that  you  established  your  surplus  without  refer- 
ence to  policy  accounts  kept  with  the  policies  themselves,  and 
then  had  to  go  back  to  make  your  comparison  with  Shepard 
Homans'  old  estimate,  and  then  you  could  not  do  anything  else 
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but  take  the  percentage  of  Shepard  Homans'  estimate?  Is  not 
tliat  the  practical  difHculty?  A.  The  practical  difficulty  is  that 
no  separation  can  be  kept  as  to  sources  of  profit.    It  never  has 

been  kept  by  any  company,  to  my  knowledge.    If  you It  is 

so  much  from  one  source  and  so  much  from  another. 

Q.  Do  you  know  any  other  company  that  takes  these  old  es- 
timates of  Shepard  Homans  and  reaches  the  percentage,  and 
takes  the  percentage  of  those  estimates  in  the  way  you  do?  A. 
I  do  not.  I  don't  think  there  are  any  two  companies  that  adopt 
the  same  plan  in  apportionment  of  dividends. 

Q.  In  other  words,  why  should  not  you  when  you  find  out  that 
your  rate  of  interest  is  a  certain  rate,  that  is  to  say,  that  your 
gains  from  interest  are  a  certain  amount,  distribute  those  gains 
without  any  reference  to  what  Shepard  Homans  may  have  calcu- 
lated in  1871  ?  A.  I  consider  it  a  matter  of  equity.  I  should  ex- 
plain that  those  estimates  were  not  used  after  1878.  It  was  sim- 
ply used  in  that  calculation.  They  were  not  given  to  policy- 
holders. 

Q'.  I  understand;  it  is  of  no  importance  whether  any  policy- 
holder ever  heard  of  them  at  all,  assuming  the  method  is  as  dis- 
closed. I  am  not  imputing  to  you  that  you  have  distributed  or 
■  represented  anything  from  them,  but  I  want  to  get  at  the 
method.  A.  I  want  to  say  that  I  think  it  is  a  matter  of  equity.  A 
man  is  told  he  will  probably  get  a  profit  of  sixty  dollars.  I  do 
not  care  what  source  it  comes  from.  It  is  found  his  profit  will 
be  only  forty  dollars ;  it  is  proper  he  should  get  two-thirds  with- 
out inquiring  as  to  the  particular  sources  that  profit  comes 
from,  whether  from  selling  one  class  of  goods  or  another. 
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Q.  But  when  you  find  out  in  1903  you  have  made  certain 
gains  from  interest,  certain  gains  from  mortality,  lapses  and 
loadings,  why  don't  you  distribute  those  gains  among  your 
policyholders  without  comparing  your  totals  with  the  theoretical 
or  hypothetical  total  of  Shepard  Homans,  and  then  take  a  per- 
centage based  upon  the  comparison  and  work  back  to  the  poli- 
cies ?  Why  not  distribute  that  among  the  policies  ?  A.  I  say  it 
is  practically  impossible. 

Q.  Why  should  it  be  any  more  impossible  to  make  an  exact 
calculation  for  the  purpose  of  distributing  your  annual  gains 
than  for  Shepard  Homans  to  make  a  hypothetical  calculation  for 
the  purpose  of  distributing  hypothetical  gains  ?  A.  I  will  say  I 
'  think  it  is  fair  to  say  when  you  represent  to  people  that  they  will 
probably,  or  possibly,  get  a  certain  amount  of  profit,  that  they 
should  get  the  percentage  as  shown  by  our  actual  experience. 

Q.  You  have  worked  out  all  your  ratios  in  progressing  the 
fund  from  year  to  year,  have  you  not  ?    A.  Yes,  sir. 

Q.  Why  don't  you  apply  them,  then,  instead  of  going  back  to 
these  hypotheses  of  Mr.  Homans?  A.  Because  the  percentage 
is  maintained  the  same.  For  instance,  in  1878,  we  published  fig- 
ures, seventy-five  per  cent,  of  the  original  figures.  In  1883  we 
published  figures  which  took  another  percentage.  But  they 
were  all  based  upon  the  original;  therefore,  for  convenience  in 
this  calculation,  I  based  them  on  the  original. 

Q.  When  you  made  up,  in  1904,  the  calculations  for  the  policies 
maturing  in  1905  you  adopted  the  same  method,  and  this  sheet 
shows  the  calculation  (handing  paper)  ?    A.  Yes. 

Q.  And  the  percentages  at  the  bottom  of  the  sheet  were  used 
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in  the  various  classes  of  policies  by  taking  those  percentages  of 
the  estimate  of  the  hypothetical  surpluses  that  were  taken  out  in 
the  manner  you  have  stated  by  Shepard  Homans  and  yourself? 
A.  Shepard  Homans  had  nothing  to  do  except  with  the  savings 

fund 

Q.  That  is  what  I  understand.  I  did  not  intend  to  apply  it  to 
anything  else,  but  to  make  it  comprehensive,  his  and  yours.  A. 
Yes. 

MR.  HUGHES :  1  ofifer  that  paper  in  evidence. 

(Paper  marked  Exhibit  No.  915.) 

(Exhibit  No.  915  will  be  found  in  Book  of  Exhibits.) 

Q.  And  this  is  a  similar  calculation  for  the  policies  maturing 
in  1906?     A.  Yes. 

MR.  HUGHES :  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  No.  916.) 

Exhibit  No.  916  will  be  found  in  the  Book  of  Exhibits.) 

Q.  And  these  are  the  data  (handing  papers)  for  the  calcu- 
lations stated  on  these  sheets?  A.  They  are  the  data  for  the 
complete  calculations  of  the  fund. 
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Q.  In  the  upper  part  of  the  sheet  by  which  you  reach  the 
fund  which  you  believe  will  be  on  hand  at  the  end  of  the  period? 
A.  That  is  an  actual  positive  calculation  of  course.  This  one 
is  made  to  obtain  the  results.  This  is  an  actual  calculation  of 
the  fund  made  and  carried  from  year  to  year  in  the  books,  you 
know. 

O.  These-  are  the  ratios  at  which  you  progress  the  fund  from 
year  to  year?     A.  Yes. 

Q.  Taking  a  certain  amount  for  interest  and  profit  and  loss? 
A.  Yes. 

Q.  As  you  bring  forward  the  fund  from  year  to  year?  A. 
Yes,  sir. 

MR.  HUGHES:  I  offer  this  paper  in  evidence. 

(Paper  marked  Exhibit  No.  917.) 

(Exhibit  No.  917  will  be  found  in  the  Book  of  Exhibits.) 

Q.  Mortality  is  not  included  in  this  last  Exhibit  No.  917— 
what  do  you  use  for  mortality?  A.  I  simply  take  the  actual 
facts,  subtract  the  actual  death  losses  paid. 

Q.  Now,  you  make  up  a  statement  each  year  as  of  December 
31st,  which  shows  the  amount  of  the  total  surplus,  on  the  basis 
of  which  you  have  made  the  distribution  for  that  year?  A. 
No. 

Q.  Do  you  make  up  a  statement  of  your  surplus  each  year 
for  deferred  dividend  purposes?    A.  That  you  have  in  your 
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hand  is  made  up  for  the  purpose  of  making-  reports,  if  a  De- 
partment calls  for  them.  The  Departments  have  called  and 
asked  how  much  of  our  surplus  has  been  derived  from  deferred 
dividend  policies. 

Q.  This  is  the  one  for  December  31st,  1903  (handing-  paper)  ? 
A.  Yes. 

MR.  HUGHES :  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  918.) 

Q.  And  this  is  the  one  for  1904  of  a  similar  nature?     A.  Yes. 

MR.  HUGHES :  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  919.) 

Mr.  Hughes  then  read  Exhibits  918  and  919. 

Q.  Your  unassigned  funds  or  surplus  exclusive  of  capital 
stock  as  reported  to  the  Department  of  the  State  of  Ne-w  York 
on  December  31st,  1904,  was  $80,394,861.31.  Your  surplus  less 
unadmitted  assets  as  of  the  same  date  as  shown  by  this  state- 
ment you  have  furnished  the  Committee  is  $69,439,272.  What 
is  the  explanation  of  the  difference?  A.  The  difference  is  the 
surplus  derived  from  other  forms  of  policies  and  not  on  the  de- 
ferred dividend  plan. 

Q.  What  other  forms  of  policy?  A.  Policies  with  annual 
dividends  and  policies  without  participation  in  profits. 
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Q.  How  can  you  derive  any  surplus  from  annual  dividend 
policies?  A.  Why,  from  the  same  source  as  deferred  divi- 
dends.    Balances 

Q.  Are  you  not  disposed  to  distribute  your  surplus  from  an- 
nual dividend  policies?  A.  Not  the  entire  surplus — no  company 
does  that. 

Q.  How  have  you  determined  what  surplus  gained  from 
premiums  paid  on  annual  dividend  policies  should  be  distributed? 
A.  How  do  we  determine  it  ? 

Q.  Yes,  what  proportion  have  you  distributed?  A.  For 
some  years  we  have  distributed  about  the  annual  earnings, 
about  the  annual  average  earnings. 

Q.  Then  this  surplus  from  annual  dividend  policies  was  ac- 
cumulated years  ago?     A.  Most  of  it,  yes. 

Q.  None  of  it  has  been  accumulated  in  recent  years?  A. 
Well,  I  say  it  might  some  years  decrease  a  little  and  some  years 
increase  a  little  because  the  annual  business  has  not  varied 
much.  Nearly  all  of  our  business  has  been  on  the  deferred 
dividend  plan. 

Q.  How  much  of  this  difference  of  about  $11,000,000 

A.  It  is  about  $10,000,000,  I  think.  I  think  that  included  the 
unadmitted  assets  of  $80,000,000. 

Q.  The  unadmitted  assets  of  $80,000,000?  A.  Yes,  I  think 
it  is  less  with  the  unadmitted  assets  taken  out. 

Q.  Well,  $10,000,000.  How  much  of  that  was  the  surplus 
accumulated  on  annual  dividend  policies?  A.  Why  I  think 
the  large  majority — probably  $9,000,000  of  it. 

Q.  Then  when  was  it  that  the  $9,000,000  was  accumulated, 
or  when  was  it  that  the  gains  on  annual   dividend  policies 
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reached  an  aggregate  of  about  $9,000,000?  A.  I  think  about 
five  or  six  years  ago. 

Q.  And  up  to  five  or  six  years  ago  you  had  not  distributed 
any  annual  dividends — in  annual  dividends  all  the  gains  in  pol- 
icies of  that  sort?    A.  No. 

Q.  But  since  that  time  you  have?  A.  I  think  we  have  dis- 
tributed the  average  earnings. 

Q.  Well,  does  not  that  amount  to  a  very  serious  discrimina- 
tion as  between  annual  dividend  policies?  Some  of  them  in 
years  back  have  not  got  the  annual  dividends,  but  $9,000,000 
have  been  accumulated,  and  those  in  recent  years  have  got  all 
the  gains  without  any  accumulations  by  the  company?  A.  No, 
I  think  not. 

Q.  How  can  you  avoid  that  conclusion?  A.  I  think  it  is 
necessary  to  accumulate  a  surplus  fund  to  make  a  safety  fund 
before  you  can  distribute  everything.  You  have  to  have  a 
margin  of  safety.  If  principal  is  more  important  than  interest 
then  safety  and  life  insurance  is  more  important  than  divi- 
dends. 

Q.  If  I  had  gone  into  your  company  and  taken  an  annual 
dividend  policy  five  years  ago  no  part  of  the  gains  of  my  policy 
would  have  been  withheld  by  the  Society?    A.  No. 

Q.  Therefore,  I  would  have  been  benefited,  because  those 
who  went  into  the  company  and  took  annual  dividend  policies 
fifteen  years  ago  had  for  ten  years  part  of  their  gains  on  poli- 
cies accumulated  to  give  the  Society  strength?  A.  No,  we 
have  done  the  thing  on  about  the  same  principle.  We  have 
kept  the  surplus  of  about  ten  per  cent.,  so  we  have  shown  no 
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partiality  between  the  policies.  We  have  aimed  to  have  a  sur- 
plus of  about  ten  per  cent,  of  the  reserve. 

Q.  But  the  point  is  in  the  last  five  or  six  years  you  have  not 
reserved  anything  out  of  the  gains  on  annual  dividend  policies 
to  add  to  your  surplus  ?  A.  I  am  not  positive  of  the  year  without 
going-  back  to  look  up  the  figures. 

Q.  Well,  approximately?  So  the  result  is  that  an  annual 
dividend  policyholder  who  took  his  policy  five  or  six  years  ago 
has  not  had  his  gains  depleted  to  any  considerable  extent,  in 
order  to  build  up  the  resources  of  the  Society.  Is  not  that  so  ?  A. 
Perhaps  so. 

Q.  But  the  annual  dividend  policyholders  prior  to  that  time 
did  have  their  gains  depleted  to  some  extent  to  add  to  the  re- 
sources of  the  Society,  is  not  that  so?  A.  Not  simply  to  ;he 
resources,  but  to  make  a  safety  fund. 

Q.  Well,  whatever  the  purpose  was?  A.  To  make  a  safety 
fund,  yes. 

Q.  Then  about  one  million  dollars  additional  has  been  ac- 
cumulated on  non-participating  policies?  A.  Well,  that  is  a 
rough  estimate.  I  have  kept  no  separate  account.  I  would 
not  say  how  much. 

O.  How  do  you  know  that  it  approximates  one  million  dol- 
lars if  you  have  kept  no  separate  account?  A.  I  think  it  is  less 
than  that.  I  said  nine  million  dollars.  We  have  never  kept  any 
account  to  show. 

Q.  Which  would  be  the  gain,  the  amount  held  for  annual 
dividends?    A.  The  amount  derived 

Q.  I  mean  the  amount  derived  from  annual  dividend  policies? 
A.  Yes. 
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Q.  Then  is  it  the  position  of  the  Equitable  or  of  yourself  as 
actuary  that  the  existing  policyholders  of  the  company  have 
no  interest  in  that  ten  million  dollars  over  and  above  the  $69,- 
000,000  less  unadmitted  assets  existing  on  December  31st,  1904, 
as  surplus?     A.  I  think  they  all  have  an  interest  in  it. 

Q.  How  can  they  possibly  get  it  under  the  theory  that  this 
amount  was  accumulated  on  annual  dividend  policies  to  the 
extent  of  ten  million  dollars  more  than,  say,  five  years  ago? 
A.  Well,  I  say  I  think  it  is  needed  for  protection.  We  have 
just  had  an  example  of  that  in  the  reduction  of  our  assets  great- 
ly, of  the  necessity  of  having  a  fund  of  that  kind  for  safety. 

Q.  I  am  not  at  all  for  the  moment  questioning  the  accuracy 
of  that  observation,  but  what  I  want  to  find  out  now  is  whether 
as  a  matter  of  fact,  without  regard  to  the  necessity  for  it,  the 
gains  accumulated  on  the  annual  dividend  policies  prior  to  five 
years  ago  are  gains  in  which  any  existing  policyholders  have 
an  interest  or  which  will  be  distributed  to  those  who  made  the 
gains  possible?  A.  Yes,  I  believe  the  majority  of  them  in 
force  five  years  ago  are  still  in  force. 

Q.  But  those  that  are  not  in  force  will  never  see  any  of  it  ?  A. 
No. 

Q.  And  there  is  no  present  suggestion  of  distributing  any 
part  of  that  nine  million  dollars  to  the  annual  dividend  policy- 
holders?   A.  It  is  distributed  just  as  fast  as  it  is  safe  to  do  so. 

Q.  Well,  you  are  distributing  the  gains  per  annum  ?  A.  On  the 
average,  yes,  sir. 

Q.  You  are  not  distributing  anything  in  excess  of  those  gains? 
A.  We  may  increase  it  if  there  is  an  increase  in  annual  dividend 
business.     We  may  have  to  increase  the  fund. 
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Q.  Is  it  not  a  fact  that  when  you  distributed  it  John  Robinson 
will  get  what  John  Doe  contributed?  A.  Well,  it  is  vary  hard  to 
go  into  the  niceties  of  those  things,  Mr.  Hughes. 

Q.  I  understand,  but  that  is  the  result,  is  it  not,  inevitably?  A. 
Yes,  it  is  the  result  in  all  companies. 

Q.  Now,  the  $69,000,000  as, shown  by  your  statement  Exhibit 
919  is  what  you  calculate  to  be  the  amount  held  for  deferred  divi- 
dend policies  ?  A.  You  might  call  it  that.  It  is  the  amount  de- 
rived from  their  payments. 

Q.  Yes,  that  is  more  accurate,  because  there  is  nothing  held 
for  them?    A.  No. 

Q.  As  I  understand  it,  your  company  takes  the  position  that 
the  obligation  to  policyholders  is  a  matter  of  contract,  and  it  is  a 
part  of  the  contract  that  the  amount  to  be  distributed  shall  be 
such  as  the  directors,  in  their  judgment,  shall  determine?  A. 
You,  as  a  lawyer,  can  determine  the  contract  better  than  I  cln. 

Q.  I  am  speaking  not  of  my  determination,  but  of  the  position 
of  the  company.  A.  We  have  promised  all  that  they  would  have 
— their  proper  share  at  the  end  of  the  period. 

Q.  An  equitable  share  as  determined  in  good  faith  and  by  the 
necessities  of  the  business  as  determined  by  the  trustees  of  the 
Equitable  Society.  That  is  it,  is  it  not  ?    A.  That  is  substantially  it. 

Q.  How  could  you  get  at  this  amount  of  $69,000,000  as  gains 
form  deferred  dividend  policies?  Is  this  the  aggregation  of 
these  items  of  yearly  gains  on  deferred  dividend  policies  which 
you  have  calculated  in  the  manner  you  have  described  ?  A.  Yes, 
sir. 

Q.  So  that  starting  back  when  you  began  that  method  of  cal- 
culation the  total  of  the  amounts  of  the  surplus  ascertained  for 
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distribution  among  all  the  deferred  dividend  policies — those  ex- 
piring at  the  time,  and  those  not  yet  maturing  would  be  equal 
to  the  amount  of  the  surplus  as  you  then  determined  it,  gained 
from  such  policies?     A.  Yes. 

Q.  And  that  you  brought  forward  from  year  to  year  until 
1904 — it  aggregates  this  $69,000,000  after  deducting  vmadmitted 
assets?    A.  That  is  1903. 

Q.  Well,  this  is  of  December  31,  1904.  A.  Well,  it  was  about 
$80,000,000 

Q.  I  am  talking  now A.  Yes,  that  is  right.  I  was  think- 
ing of  the  total  surplus. 

Q.  No,  I  am  talking  of  the  gain  from  deferred  dividends.  A. 
Yes,  that  is  right. 

Q.  You  have  said  there  has  been  a  reduction  by  revision  of 
your  values  in  the  amount  of  the  surplus  of  the  Society  by  going 
over  the  securities?     A.  Yes,  sir. 

Q.  And  putting  a  very  conservative  valuation,  as  I  understand 
it,  upon  them?    A.  Yes. 

Q.  And  that  points,  in  your  judgment,  to  the  propriety  of  there 
being  something  of  a  safeguard  in  the  way  of  fluctuation?  A. 
Yes. 

Q.  Now,  as  a  matter  of  fact,  the  deferred  dividend  policy- 
holders will  stand  seven-eighths  of  that,  will  they  not?  In  other 
words,  the  fact  that  the  surplus  on  a  conservative  valuation 
amounts  to  sixty-seven  million  dollars,  approximately,  does  not  in 
any  way  affect  your  calculation  of  the  surplus  at  the  end  of  1904 
of  sixty-nine  million  dollars.  The  latter  would  have  to  be  reduced 
proportionately,  would  it  not?  A.  The  reduction  would  be  made 
on  the  assets,  but  not  on  the  surplus. 
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O.  Exactly.  So  as  $80,000,000  is  to  $67,000,000  so  your  $69,- 
000,000  will  be  to  the  real  amount  gained  from  deferred  dividend 
policies  upon  the  corrected  valuation  of  assets?  A.  I  say  the  re- 
duction will  be  made  on  the  assets,  so  it  will  not  be  the  same  per- 
centage as  the  surplus. 

Q.  I  see.  But  it  is  stated  in  Mr.  Morton's  letter  to  policy- 
holders, under  date  of  December  14,  that,  "Over  and  above  all 
liabilities  the  surplus  is  $67,142,865.42,  about  seven-eighths  of 
which  is  a  fund  for  division  among  existing  deferred  dividend 
policies  at  the  end  of  their  accumulation  periods."  That  is  of 
September  30,  1905  ?     A.  Yes,  that  is  a  rough  estimate,  of  course. 

Q.  A  surplus  gained  from  deferred  dividend  policies  on  the 
basis  of  Exhibit  919  would  amount  approximately  to  how  much 
as  of  September  30,  1905?  A.  I  would  have  to  make  an  estimate 
of  that.  I  am  inclined  to  believe  that  surplus  was  underrated. 
I  think  we  will  show  over  $70,000,000  at  the  end  of  the  year. 

Q.  Yes,  but  assuming  that  your  surplus  corrected  is  $67,000,- 
000  instead  of  upwards  of  $80,000,000,  then  the  amount  gained 
from  deferred  dividend  policyholders  will  be  about  seven-eighths 
of  $67,000,000?     A.  That  will  do  roughly. 

Q.  Instead  of  seven-eighths  of  $69,000,000?  A.  That  will  do 
for  a  rough  calculation. 

Q.  In  other  words,  that  seven-eighths  was  your  figure,  was  it 
not  ?     A.  That  was  at  the  end  of  the  year. 

Q.  I  mean  you  gave  this  calculation  to  Mr.  Morton  ?  A.  No,  I 
did  not  write  that,  or  have  anything  to  do  with  it. 

Q.  What  I  mean'  is  this :  was  not  the  seven-eighths  suggested 
there  as  a  fund  for  division  among  existing  deferred  dividend 
policyholders   derived   from   the   fact  that  your   surplus   gained 
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from  deferred  dividend  policyholders  at  the  end  of  last  year 
was  about  seven-eighths  of  the  total  surplus  ?  A.  I  think  it  likely 
although  I  had  nothing  to  do  with  the  writing  of  that  report. 

Q.  When  I  said  you  gave  those  to  Mr.  Morton  I  did  not  mean 
the  form  or  the  words,  but  I  meant  the  facts?  A.  I  think  that 
was  probably  made  up  from  the  figures. 

Q.  Are  these  books  now  shown  you  books  that  were  furnished 
to  the  Committee  by  your  department?  A.  I  have  no  doubt  they 
are. 

Q.  And  these  statements?    A.  Yes. 

MILES  M.  DAWSON,  resumed. 

BY  MR.  HUGHES : 

Q.  Have  you  examined  the  books  produced  by  the  Equitable, 
and  the  sheets  furnished,  which  have  just  been  identified  by  Mr. 
Van  Cise,  for  the  purpose  of  comparing  estimates  with  actual 
results  ?  A.  I  have,  except  that  the  first  book  there,  Mr.  Hughes, 
was  not  furnished  by  the  Equitable.  They  had  not  a  copy,  but  I 
wish  you  would  ask  Mr.  Van  Cise  if  he  recognizes  it. 

Q.  What  book  is  that?  A.  That  one.  (Indicating.)  That  is 
the  1871  estimate. 

MR.  HUGHES:  Is  this  correct,  Mr.  Van  Cise? 

Q.  What  is  that  book,  Mr.  Dawson?  A.  The  1871  estimate. 
They  had  not  a  copy  at  the  Equitable  office. 

Q.  Of  what  company?    A.    The  Equitable  Life. 
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MR.  HUGHES:  Is  that  right,  the  1871  estimates  of  the 
Equitable  ? 

MR.  VAN  CISE :  I  have  no  doubt  it  is. 

Q.  Now,  Mr.  Dawson,  will  you  please  state  whether  these 
tables  of  comparison  that  appear  here  of  actual  results  compared 
with  the  tontine  estimates  of  1873,  with  the  estimates  of  1876, 
with  the  estimates  of  1871,  with  the  estimates  of  1885,  are  correct, 
and  taken  from  these  books  of  estimates  and  results?  A.  They 
are  correct  as  taken  from  the  books  of  estimates,  and  from  the 
sheets  of  actual  results  furnished  by  the  company  to  you. 

Q.  Furnished  by  the  Equitable?    A.  Yes,  sir. 

MR.  HUGHES :  I  offer  the  paper  in  evidence. 
(Paper  marked  Exhibit  920.) 

MR.  HUGHES :  I  will  read  first  the  comparison  with  the  esti- 
mates of  1871 : 

Tontine  estimates  of  1871.  Age  37.  Life  10  year  period  esti- 
mated $155.19,  actual  (1881)  about  $95.  About  means  that  the 
company's  figures  for  35  and  40  and  the  figures  for  age  37  were 
interpolated. 

Q.  Those  figures  for  age  37 A.  Were  interpolated  by  me 

between  the  others.- 

Q.  You  say  interpolated,  but  are  they  figures  so  as  to  be  the 
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amounts  corresponding  to  those  that  are  furnished?  A.  That  is 
correct. 

Q.  With  proper  allowances  for  the  difference  to  be  made?  A. 
Yes. 

Mr.  Hughes  then  read  Exhibit  920. 

Q.  You  have  a  note  here  that  the  1876  estimates  are  20  per  cent, 
of  the  entire  cash  results  less  than  in  1873  for  10  year  periods,  and 
10  per  cent,  less  for  15  and  20  year  periods.  Have  you  made 
those  calculations  ?  ,  A.  I  have. 

JOEL  G.  VAN  CISE,  resumed : 

BY  MR.  HUGHES : 

What  explanation  is  there,  Mr.  Van  Cise,  of  the  difference  be- 
tween the  estimates  and  the  actual  results  in  these  cases?  A. 
Allow  me  to  say  first  that  there  was  never  any  thought  of  deceiv- 
ing anybody;  that  the  original  estimates  were  made  by  Shepard 
Homans,  who  was  considered  perhaps  the  highest  mathematical 
authority  in  the  United  States  at  that  time ;  he  had  been  actuary 
of  the  Mutual  Life  and  known  all  over  the  country  as  a  very  emi- 
nent mathematician,  and  that  just  as  soon  as  it  was  shown  that 
results  would  fall  below  the  estimates  we  revised  them,  published 
other  estimates  in  1878  and  1883 — we  put  out  smaller  figures 
before  policies  began  to  mature,  so  that  people,should  not  be  mis- 
led, and  since  the  year  1887  we  have  published  nothing  but  actual 
results — we  ceased  estimates  since  that,  twenty  years  ago,  ceased 
publishing  any  estimates  at  all  of  the  results  of  deferred  dividend 
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policies,  but  simply  published  actual  results  of  our  experience 
from  year  to  year.  I  think  in  justice  to  the  society  you  ought  to 
have  these  facts. 

Now,  I  will  explain 

Q.  Yes,  the  reason.  A.  Now,  I  will  explain  why  the  results 
have  fallen  below  the  estimates.  In  the  first  place,  it  is  universal- 
ly known  there  has  been  an  immense  fall  in  the  rate  of  interest 
on  investments  that  I  suppose  would  average  perhaps  two  per 
cent,  on  first  class  investments.  Now,  from  the  time  the  rates 
were  first  issued — -the  rates  paid  by  the  savings  banks,  railroad 
bonds,  any  good  investments  have  fallen  off  two  per  cent.,  and 
the  profit  over  interest  is  only  the  excess  over  four  per  cent.  So 
a  fall  of  six  per  cent,  to  four  and  a  half  would  be  a  falling  off  of 
two  to  three  quarters.  It  is  the  immense  reduction  in  the  excess. 
The  company's  profit  and  interest  is  only  the  excess  over  the 
rate  earned  on  the  reserve,  so  that  there  has  been  an  immense 
falling  off  in  the  rate  of  interest.  In  the  next  place,  there  has  been 
an  increase  in  the  expense.  The  competition  between  the  com- 
panies and  increased  cost  of  living  have  increased  the  rates  of 
commission  and  the  home  office  expenses,  and  the  increase  for 
some  other  reasons  also,  which  you  have  found  out.  The  taxes 
have  also  been  largely  increased.  The  companies  doing  business 
in  this  State  last  year  paid  over  seven  millions  of  dollars  in  taxes. 
That  has  been  a  large  increase. 

BY  THE  CHAIRMAN : 

Q.  You  mean  throughout  the  world,  or  in  this  State?     A. 
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They  paid  on  their  business — their  reports  show  they  paid  some 
seven  milHon  four  hundred  thousand  dollars  in  taxes. 

Q.  In  all  the  States  ?  A.  All  the  States  in  the  Union.  I  think 
there  has  been  another  important  thing — in  the  rates  of  mor- 
tality. If  anything  there  has  been  rather  an  increase  from  the 
fact  of  the  intense  competition  for  business,  which  has  made 
a  higher  rate  of  mortality  than  might  have  been  experienced  if 
there  hadn't  been  such  intense  competition.  And  on  the  original 
tontine  poUcies,  Mr.  Homans'  estimates  provided  for  a  much 
higher  lapsed  rate  than  was  actually  experienced. 

Q.  Speaking  of  lapses,  did  your  company  keep  a  record  of  the 
persistence  of  policies  of  a  given  year,  issued  in  a  given  year,  the 
lapses  in  policies  of  that  class?  A.  We  have  made  up  some 
records  from  time  to  time. 

Q.  In  other  words,  suppose  a  man  was  insured  in  1880  with 
a  twenty  year  policy  maturing  in  1900,  and  according  to  his 
policy  was  entitled  to  the  gains  from  lapses  of  other  members  of 
his  class  during  the  deferred  period,  did  you  keep  any  record 
by  which  those  lapses  of  the  policies  of  that  issue  were  deter- 
mined and  the  gains  from  them  set  aside  to  be  apportioned  to  the 
other  persons  insured  in  the  same  year — in  the  same  kind  of 
policy?  A.  Our  books  show,  of  course,  a  record  of  all  the 
lapses,  but  we  kept  no  separate  record  of  the  profits  of  lapses. 
As  a  matter  of  course,  all  the  premiums  paid  in  the  class  go  into 
the  class,  and  if  the  man  drops  out  before  the  end  of  the  time, 
what  he  leaves  there  belongs  to  those  that  remain  and  they  nec- 
essarily get  it,  so  a  separate  account  of  that  kind  was  entirely 
unnecessary. 

Q.  That  goes  back  to  what  I  asked  you  a  little  while  ago. 
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about  the  method  of  classifying  policies.  You  do  not  classify 
policies  according  to  years  of  issue,  so  that  a  certain  number  of 
people  who  take  a  certain  kind  of  policy  in  1880,  we  will  say, 
a  twenty  year  dividend  life,  the  precise  gains  from  the  lapses 
among  that  particular  class — you  have  not  done  that,  have  you? 
— have  you  ever  made  any  attempt  to  segregate  your  lapses  ac- 
cording to  policy  years  of  issue  ?    A.  No. 

Q.  You  have  given  them  the  gains  on  lapses  on  your  business 
as  a  whole?    A.  Running  through  the  periods. 

Q.  On  your  business  as  a  whole?    A.  In  the  various  classes. 

Q.  Yes,  I  should  have  said  on  your  business  as  a  whole,  con- 
sidered with  reference  to  whether  it  is  free  tontine  or  semi- 
tontine,  or  tontine  savings  fund,  in  other  words,  all  those  who 
have  policies  for  any  period  issue  at  any  time  of  the  tontine  sav- 
ings fund  class,  share  in  the  gains  from  lapses  on  policies  from 
that  class?    A.  Yes,  sir. 

Q.  And  the  same  is  true  in  the  case  of  other  policies  ?    A.  Yes. 

Q.  Well,  wasn't  it  the  original  tontine  idea  that  the  people 
who  took  policies  at  a  certain  time  with  a  certain  period  would  be 
in  a  class  by  themselves  and  that  the  persisting  or  surviving 
members  of  that  class  would  divide  the  gains  from  the  lapses  of 
the  non-surviving  members?  A.  The  original  idea  of  tontine 
insurance  ? 

Q.  Yes.    A.  That  was  one  of  the  ideas ;  yes,  sir. 

Q.  That  was  not  adopted  by  the  Equitable  at  any  time?  A. 
No,  no,  no.  You  mean  the  original  tontine  idea,  that  had  no 
connection  with  insurance.  The  original  tontine  idea  in  Eifrope 
was  men  would  pay  into  a  fund  and  then  the  fund  was  divided 
among  the  survivors. 
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Q.  I  mean  the  fund  derived  from  those  who  took  policies,  say 
in  a  given  year  with  the  same  periods  ?  A.  That  was  never  the 
original  idea  so  far  as  the  Equitable  was  concerned. 

Q.  You  have  always  dealt  with  it  in  this  manner  you  have  de- 
scribed?   A.  Yes. 

Q.  We  shall  be  glad  to  have  you  state  briefly,  and  I  say 
briefly  because  of  our  great  lack  of  time  at  present — ^what  your 
conclusions  are  with  regard  to  the  limitations  of  cost  of  obtain- 
ing business?  A.  If  it  were  not  for  injuring  new  companies,  I 
think  it  would  be  a  good  plan  to  limit  the  company's  expenses 
to  the  loadings  on  the  premiums. 

Q.  Why  can't  the  new  companies  stand  that?  A.  They  gen- 
erally have  to  pay  more  to  procure  business  than  an  old  com- 
pany.. It  might  be  done  by  a  company  five  years  old  if  it  is 
given  grace  of  that  time.  I  think  if  the  loadings  were  designed  to 
cover  the  expense  it  seems  to  me  the  total  expense  ought  to  be 
confined  to  the  loadings. 

Q.  To  what  extent  would  that  affect  the  cost  of  getting  busi- 
ness ;  how  much  would  it  reduce  the  expense  ?  A.  I  think  on  the 
average  it  would  reduce  it  considerably,  because,  taking  Ameri- 
can companies  as  a  whole,  they  have  expended  their  loadings 
for  a  number  of  years  in  expenses. 

Q.  And  really  the  loading  was  originally  fixed  with  the  idea 
there  would  be  some  saving?  A.  Yes,  it  was  intended  there 
should  be  a  margin  for  dividends  and  contingencies. 

Q.  There  has  been  very  little  gain  from  that  source?  A.  Very 
little. 
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Q.  You  have  sent  to  the  Secretary  of  the  Committee  a  letter 
with  regard  to  lapses  ?    That  information  is  correct  ?    A.  Yes. 

Paper  offered  in  evidence  by  Mr.  Hughes,  and  marked  Exhibit 
921,  and  read  in  evidence. 

MR.  HUGHES :  I  offer  in  evidence  the  following  letter  and 
table : 

(Paper  marked  Exhibit  922,  and  will  be  found  in  the  Book  of 
Exhibits.) 

Q.  Is  it  a  fact  that  you  have  kept  records  of  lapses  of  policies 
classified  according  to  those  kinds  of  policies  that  you  have  men- 
tioned so  that  the  gains  from  the  lapses  on  the  various  sorts  of 
policies  such  as  free  tontine,  semi-tontine,  and  tontine  savings  fund, 
distributed  among  persistent  members  of  those  classes  respec- 
tively?   A.  Yes. 

Q.  To  what  extent  do  you  think  the  cost  of  the  insurance  can 
be  reduced  ?  A.  I  do  not  think  it  can  be  reduced  more  than  five 
or  six  per  cent. 

Q.  Why  is  that?  A.  I  may  say,  in  making  this  statement, 
there  was  a  popular  idea  that  the.  premiums  charged  are  very 
much  too  high,  but  even  with  great  economy!  do  not  see  that 
the  cost  can  be  reduced  more  than  five  or  six  per  cent.  The 
American  companies  are  giving  now  more  benefits  for  the  money 
paid  than  any  time  during  their  history  before. 

MR.  HUGHES:  I  ofifer  in  evidence  statement  of  policies  in 
the  Society  held  by  officers  of  the  Equitable  Life  Assurance  So- 
ciety, furnished  by  the  Society  to  the  Committee. 
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Paper  marked  923,  and  read  in  evidence  by  Mr.  Hughes. 

(Exhibit  923  will  be  found  m  the  Book  of  Exhibits.) 

MR.  HUGHES:  I  offer  in  evidence  memorandum  explana- 
tory to  agreement  betweent^the  Equitable  Life  Assurance  Society 
and  employes  respecting  insurance. 

Paper  marked  Exhibit  924  and  read  in  evidence  by  Mr. 
Hughes. 

(Exhibit  924  will  be  found  in  the  Book  of  Exhibits.) 

MR.  HUGHES:  Is  the  Committee  to  understand  that  the 
officers  of  the  Society  have  signed  agents'  contracts  ? 

MR.  BALL:  Employes'  contract — or  at  least  have  received 
the  allowance. 

MR.  HUGHES :  They  have  received  the  allowances  provided 
for  in  the  employes'  contract? 

MR.  BALL :  In  the  cases  stated,  in  the  list  in  evidence. 

MR.  HUGHES :  But  it  is  not  meant  that  the  officers  signed 
the  employes'  contract?    A.  Not  necessarily  in  all  cases. 

MR.  HUGHES:  Did  they  in  any  case? 

MR.  BALL :  Yes ;  some  did,  and  some  did  not.  Some  signed 
it. 

MR.  HUGHES :  Can  you  identify  them?  ;    ; 
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MR.  BALL:  No,  I  cannot. 

MR.  HUGHES :  I  offer  in  evidence  statement  of  the  cost  of 
business  in  the  foreign  agencies  of  the  Equitable  for  the  year 
1904. 

(Paper  marked  925,  and  will  be  found  in  the  Book  of  Exhibits.) 

'MR.  HUGHES :  I  offer  in  evidence  further  statement  of  the 
cost  of  new  business  calculated  on  the  same  basis  as  is  shown 
in  the  Exhibit  925,  for  the  years  1895  to  1904  inclusive. 

(Paper"  marked  Exhibit  926,  and  will  be  found  in  the  Book  of 
Exhibits.) 

MR.  HUGHES :  At  the  same  time,  if  the  Committee  is  will- 
ing, I  will  note  upon  the  record  a  few  corrections  that  some 
of  the  witnesses  desire  in  their  testimony.  Mr.  Wilson  has  ad- 
dressed the  Committee  as  follows :    I  offer  it  in  evidence. 

Paper  marked  Exhibit  No.  927,  and  read  in  evidence  by  Mr. 
Hughes. 

MR.  HUGHES :  I  offer  in  evidence  statement  furnished  by 
the  Company  of  the  manner  in  which  the  calculation  was  made 
of  renewal  commissions  allowed  to  Mr.  Tarbell,  that  is,  the 
amount  of  commuted  renewal  commissions,  how  it  is  fixed. 

(Paper  marked  Exhibit  No.  928,  and  will  be  found  in  the  Book 
of  Exhibits.) 
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MR.  HUGHES :  I  offer  in  evidence  from  the  tables  of  the 
rates  and  guarantees  of  the  Equitable  Society,  imprint  of  1898, 
the  following  from  the  inside  of  the  cover : 

Marked  Exhibit  No.  929,  and  read  in  evidence  by  Mr.  Hughes. 

MR.  HUGHES :  I  note  upon  the  record  the  following  correc- 
tions desired  by  Mr.  Tarbell  in  his  testimony,  as  shown  by  the 
letter,  which  will  be  offered  in  evidence. 

Letter  marked  Exhibit  No.  930,  and  read  in  evidence  by  Mr. 
Hughes. 

GEORGE  H.  SICKLES,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows  : 

BY  MR.  HUGHES : 

Q.  Where  do  you  reside?    A.  Buffalo. 

Q.  What  is  your  occupation?    A.  Real  estate  agent. 

Q.  Have  you  ever  been  in  the  insurance  business?  A.  A 
short  time ;  yes. 

Q.  With  what  company  were  you  connected?  A.  The  Equit- 
able Life.  V 

Q.  How  long  were  you  connected  with  the  Equitable?  A. 
About  six  months. 

Q.  During  what  period?  A.  From  September,  1898;  about 
six  months,  from  September,  1898. 

Q.  What  did  you  do  for  the  Equitable?  Were  you  an  agent? 
A.  General  manager. 
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Q.  Of  what  office,  or  in  what  district?    A.  Buffalo  office. 

Q.  Do  you  know  Mr.  Tarbell?    A.  Yes,  sir. 

Q.  Did  you  have  any  interview  with  him  in  regard  to  your 
work  there  ?    A.  Yes,  sir. 

Q.  Did  you  have  any  interview  with  him  in  regard  to  what 
could  be  done  to  increase  the  business  of  the  Equitable?  A. 
Why,  I  think  so. 

Q.  I  mean  in  your  district?    A.  Generally;  yes. 

Q.  What  was  said  between  you  in  substance?  A.  That  is 
rather  a  broad  question. 

Q.  What  did  he  tell  you  as  to  what  you  might  do  in  order  to 
make  a  better  showing  in  business  and  write  more  insurance? 
A.  Well,  he  urged  me,  in  the  first  place — the  question  came  up 
in  regard  to  the  commissions  to  be  paid  my  agents.  He  claimed 
that  a  manager  could  afford  to  pay  them  eighty-five  per  cent. 

Q.  How  did  he  make  that  out?  A.  Well,  he  can  figure  it  out 
very  nicely  on  paper.  Sixty  per  cent.,  I  think  my  contract  called 
for,  but  we  were  allowed  two  renewal  interests,  which  was  fifteen 
per  cent.,  and  as  to  the  balance,  it  was  suggested  that  the  manager 
foot  it  himself. 

Q.  What  did  you  say  to  that  ?  A.  Well,  I  was  rather  surprised 
at  the  showing,  but  I  had  not  much  to  say  about  it,  and  I  was 
inexperienced  at  that  time  in  regard  to  what  the  outcome  would 
be. 

Q.  Did  you  have  any  talk  with  him  in  regard  to  making  al- 
lowances to  those  who  took  insurance?  A.  Yes,  the  question 
of  rebating  came  up. 

Q.  What  was  said  about  that?    A.  I  said  that  I  understood 
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that  rebating  was  done  a  great  deal  in  the  City  of  Buffalo,  and 
I  think  that  I  remarked  that  the  report  was  that  he  was  the 
Prince  of  Rebaters,  while  he  was  in  Chicago.  I  asked  him  how 
it  could  be  done,  as  I  understood  it  was  not  legal ;  well,  he  gave 
me  one  illustration  how  the  result  might  be  acomplished  without 
calling  it  rebating. 

■Q.  What  did  he  say?  A.  That  he  could  collect  the  whole  pre- 
mium from  an  individual,  and  write  him  say  five  letters  of  in- 
troduction, and  pay  him  a  hundred  dollars  apiece  for  the  letters, 
to  some  friend  of  his. 

Q.  What  else?    A.  Letters  of  introduction  to  other  people. 

Q.  Pay  for  the  letters  of  introduction  ?  A.  He  said,  of  course, 
you -could  use  the  letters  as  you  saw  fit,  if  not  you  could  throw 
them  into  the  fire. 

Q.  Tear  them  up  if  you  didn't  want  to  use  them?    A.  Yes. 

Q.  That  is,  of  course,  after  you  had  paid  for  them?  A.  Yes, 
after  they  had  been  paid  for. 

Q.  What  else  did  he  say  as  to  the  way  in  which  it  could  be 
done  ?  That  is  all  he  said  in  regard  to  the  rebating  at  that  time 
that  I  remember  now. 

Q.  Did  he  suggest  to  you  that  it  would  be  a  good  thing  in 
some  way  to  make  allowances  to  get  business  ?  A.  No,  I  don't 
think  he  suggested  anything  of  the  kind. 

Q.  Well,  was  anything  said  about  it  further  than  you  have 
said?  A.  He  gave  me  no  instructions,  no  advice  in  regard  to 
rebating ;  the  question  was  brought  up  by  myself  as  being  one, 
as  I  considered,  of  the  evils  of  the  business. 

Q.  Did  he  tell  you  that  this  was  a  good  way  to  get  around 
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the  rebating?  A.  He  gave  me  that  illustration.  You  can  draw 
your  own  inferences.    He  made  no  remarks  about  it. 

Q.  Did  he  tell  you  you  shouldn't  do  that?    A.  He  did  not ;  no. 

Q.  He  suggested  to  you  that  that  was  one  of  the  things  you 
could  do  to  increase  the  business  ?    A.  Might  need  that. 

Q.  Did  he  suggest  to  you  how  much  you  could  afford  to  pay 
for  letters  ?    A.  No,  there  was  no  suggestion. 

Q.  As  to  amounts  ?  A.  That  was '  at  the  discretion  of  the 
agent,  I  suppose. 

Q.  Where  did  the  conversation  take  place?  A.  In  his  office  in 
the  Equitable  Building. 

Q.  In  New  York  City  ?    A.  Yes,  sir. 

Q.  When  was  it?  A.  Some  time  in  September,  1898;  fore 
part  of  September. 

Q.  Had  you  then  taken  the  agency?  A.  Practically;  I  don't 
think  I  had  signed  the  contract. 

Q.  You  were  about  to  take  it?    A.  Yes. 

Q.  You  were  talking  with  him  in  regard  to  what  you  should 
do  as  manager  in  Buffalo?    A.  Yes. 

Q.  What  led  you  to  discontinue  your  work  as  manager?  A. 
I  found  there  was  no  profit  in  the  business  in  Buffalo,  so  I  re- 
tired. 

Q.  Did  you  give  rebates?  A.  I  don't  think  that  is  hardly  a 
fair  question. 

BY  THE  CHAIRMAN: 

Q.  This  was  in  1898,  you  say,  Mr.  Sickles?    A.  Yes. 
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BY  MR.  HUGHES : 

Q.  Did  you  give  rebates,  Mr.  Sickles?  A.  Why,  I  don't  think 
it  is  a  fair  question,  Mr.  Hughes,  do  you  ? 

Q.  Yes,  I  think  it  is  a  pertinent  question.  A.  You  want  me 
to  answer  that  question  ? 

BY  THE  CHAIRMAN : 

Q.  It  may  be  my  duty  to  say  that  you  are  not  defended  by 
counsel,  I  suppose  ?    A.  No. 

O.  And  I  do  not  want  to — it  seems  to  the  Committee  that  it 
is  a  fair  question;  this  happened  in  1898?     A.  Yes. 

Q.  So  that  any  defense,  as  I  understand  it,  would  really  be 
outlawed.  No,  you  are  not  incriminating  yourself;  I  mean  by 
stating  the  circumstances,  if  I  understand  it  aright.  A.  Yes,  I 
gave  rebates. 

BY  MR.  HUGHES : 

Q.  Did  you  buy  any  letters — did  you  buy  letters  in  the  manner 
that  has  been  suggested?    A.  No,  I  didn't  buy  any  letters. 

Q.  Did  you  ever  have  any  talk  with  Mr.  Tarbell  further  about 
giving  rebates  ?  A.  Why,  I  think  after  I  left  that  I  told  him  I 
found  it  impossible  to  do  business  in  Buffalo  anyway  and  make 
a  dollar,  for  the  reason  rebating  was  so  generally  done.  That  is 
the  reason  L  retired  from  the  business. 

Q.  Did  he  express  any  surprise  at  that?  A.  I  don't  think  he 
did. 

Q.  What  did  he  say?    A.  I  could  not  tell. 
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BY  THE  CHAIRMAN : 

Q.  Did  you  ever  discharge  an  agent  for  rebating?    A.  No. 

Q.  Did  Mr.  Tarbell,  when  it  was  brought  to  his  attention,  ever 
discharge  anyone  ?    A.  Not  that  I  am  aware  of. 

Q.  The  practice  of  rebating,  you  said,  was  general  in  the  city 
of  Buffalo?    A.  Yes. 

Q.  I  suppose  there  was  no  other  way  of  meeting  competition, 
then?  A.  Absolutely  no  other  way  of  writing  business  of  any 
size  over  $5,000. 

Q.  The  practice  was  current  and  you  could  not  make  any 
money  in  this  managership?    A.  Not  a  dollar. 

BY  MR.  HUGHES : 

Q.  Did  you  leave  the  life  insurance  business  at  that  time  ?  A. 
I  did;  yes. 

Q.  On  that  account  ?    A.  On  that  account. 

Q.  Did  you  explain  that  to  Mr.  Tarbell  ?    A.  Yes. 

Q.  Did  he  make  any  comments  at  all  ?  Not  that  I  am  aware 
of. 

A  recess  until  2:15  P.  M. 
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MR.  HUGHES:  I  offer  in  evidence  statement  of  examina- 
tions of  the  Equitable  Life  Assurance  Society  by  the  State  In- 
surance Departments  and  the  amount  paid  therefor. 

(Paper  marked  Exhibit  931.) 

MR.  HUGHES :  I  offer  in  evidence  statement  of  fire  insur- 
ance effected  through  the  office  of  Frank  B.  Jordan,  covering 
the  properties  mortgaged  to  the  Equitable  Life  Assurance  So- 
ciety, those  commissions  paid  to  Frank  B.  Jordan,  by  the  fire 
insurance  companies  writing  the  same,  showing  from  1901  to 
November,  1905,  inclusive,  commissions  paid  of  $21,046. 

(Paper  marked  Exhibit  932.) 

MR.  HUGHES :  I  offer  in  evidence  statement  of  H.  R.  Win- 
throp  as  to  certain  syndicates  in  which  the  Equitable  Life  par- 
ticipated. 

(Paper  marked  Exhibit  933.) 

MR.  HUGHES :  I  offer  in  evidence  the  memoranda  furnished 
from  the  books  of  Williamson  &  Squire : 

Account  with  Thomas  D.  Jordan. 
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(Account  marked  Exhibit  934.) 

MR.  HUGHES:  Account  with  the  Equitable  Life  Assurance 
Society,  consisting  of  two  pages. 

(Account  marked  Exhibit  935.) 

MR.  HUGHES :  Account  of  stock  sold  to  the  Equitable  As- 
surance Society. 

(Paper  marked  Exhibit  936.) 

MR.  HUGHES  :  Account  with  George  H.  Squire. 

(Paper  marked  Exhibit  937.) 

MR.  HUGHES :  Also  another  account  with  George  H.  Squire. 

(Paper  marked  Exhibit  938.) 

MR.  HUGHES :  Account  of  sales  for  the  account  of  George 
H.  Squire. 

(Paper  marked  Exhibit  939.) 

MR.  HUGHES:  Joint  account  with  Hyde,  Squire   &  Mc- 
Intyre. 

(Paper  marked  Exhibit  940.) 

MR.  HUGHES :  Account  with  the  Equitable  Trust  Company. 

(Paper  marked  Exhibit  941.) 

MR.  HUGHES :  Account  with  William  H.  Mclntyre. 

(Exhibit  marked  No.  942.) 

MR.  HUGHES :  Account  with  James  H.  Hyde. 

(Paper  marked  Exhibit  943.) 
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MR.  HUGHES :  Account  with  Sidney  Dillon  Ripley. 

(Paper  marked  Exhibit  944.) 

MR.  HUGHES :  Account  with  James  W.  Alexander. 

(Paper  marked  Exhibit  945.) 

MR.  HUGHES :  I  will  mark  for  identification  the  report  of 
the  examination  of  the  Equitable  Life  Assurance  Society  made  by 
the  Superintendent  of  Insurance  as  of  June  30th,  1905. 

(Paper  marked  Exhibit  No.  946  for  identification.) 

MR.  HUGHES :  I  will  mark  for  identification  the  record  of 
collateral  loans  of  the  Equitable,  January  ist,  1895,  to  Sep- 
tember Sth,  1905. 

(Paper  marked  Exhibit  No.  947  for  identification.) 

MR.  HUGHES :  I  will  read  from  this  Exhibit  the  following : 

1896,  Kuhn,  Loeb  &  Company,  Dec.  30th $300,000.00 

Demand  2  per  cent. 
Kuhn,  Loeb  &  Co.,  Dec.  31st 3,258,000.00 

Demand  4  per  cent. 
Kuhn,  Loeb  &  Co.,  Dec.  31 2,000,000.00 

Demand  4  per  cent. 

1897,  Kuhn,  Loeb  &  Co.,  Dec.  31st 1,000,000.00 

Demand  33^  per  cent. 

1898,  Dec.  31st,  Kuhn,  Loeb  &  Co 2,000,000.00 

1899,  Dec.  29th,  Kuhn,  Loeb  &  Co 2,000,000.00 

Demand. 
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Kuhn,  Loeb  &  Co 3,000,000.00 

Demand. 

1900,  Kuhn,  Loeb  &  Co.,  Dec.  29th 2,000,000.00 

Demand  5  per  cent. 

Kuhn,  Loeb  &  Co 3,000,000.00 

Demand  5  per  cent. 

1901,  Dec.  30,  Kuhn,  Loeb  &  Co 2,500,000.00 

Demand  6  per  cent. 

Dec.  31 2,500,000.00 

Demand  6  per  cent. 

1902,  J.  J.  Hanauer,  Dec.  31 2,750,000.00 

Demand. 
Dec.  31,  S.  Siegman 2,000,000.00 

Demand. 
E.  S.  Steinan 1,800,000.00 

Demand. 
E.  S.  Steinan 1,200,000.00 

Demand. 
A.  Steigman  1,250,000.00 

Demand. 

1903,  Dec.  31,  Kuhn,  Loeb  &  Co 2,000,000.00 

5  per  cent. 
Dec.  31,  Kuhn  Loeb  &  Co 1,100,000.00 

Demand  5  per  cent. 
Dec.  31,  Kuhn,  Loeb  &  Co 1,000,000.00 

Demand  5  per  cent. 
Dec.  31,  Kuhn,  Loeb  &  Co 1,350,000.00 

Demand  5  per  cent. 
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Dec.  31,  Kuhn,  Loeb  &  Co 1,650,000.00 

Demand  5  per  cent. 
Dec.  31,  Kuhn,  Loeb  &  Co 1,900,000.00 

Demand  5  per  cent. 
1904,  Dec.  29,  Simon  Seigman 1,200,000.00 

Demand  4  per  cent. 
Dec.  29,  Simon  Seigman 1,700,000.00 

Derhand  4  per  cent. 
Hiram  Woog 1,500,000.00 

Demand  4  per  cent. 
Hiram  Woog,  Jerome  J.  Hanauer 2,150,000.00 

Demand  4  per  cent. 
Sigmund  Hayman 1,250,000.00 

Demand  4  per  cent. 
Dec.  29,  Sigmund  Hayman 1,300,000.00 

Demand  4  per  cent. 

Eugene  H.  Paul 1,150,000.00 

Demand  4  per  cent. 

These  are  the  loans  which  have  been  referred  to  as  end  of 
the  year  loans  to  Kuhn,  Loeb  &  Company. 
Also  the  following: 

1901,  E.  H.  Harriman,  May  3rd $2,700,000.00 

8  months,  12  days,  4  per  cent. 

1902,  E.  H.  Harriman,  Jan.  15 2,700,000.00 

6  months,  4  per  cent. 

E.  H.  Harriman,  July  15 2,700,000.00 

6  months,  4  per  cent. 
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These  appear  to  be  renewals  of  the  original  loan  of  May  3rd, 
1901. 

MR.  HUGHES :  I  offer  in  evidence  statement  of  transcript 
of  stock  ledger  of  the  Lawyers'  Mortgage  Company  showing 
stock  transactions  of  the  Equitable  Life  Assurance  Society  of 
the  United  States  with  accompanying  sheets. 

(Paper  marked  Exhibit  948,  and  will  be  found  in  the  Book  of 
Exhibits.) 

MR.  HUGHES :  I  offer  in  evidence  statement  furnished  by 
the  Equitable  Life  Assurance  Society  of  Lawyers'  Mortgage 
Company  stock  owned  by  the  Society,  September  5th,  1901,  and 
the  date  of  acquisition,  etc. 

(Statement  marked  Exhibit  949  and  will  be  found  in  the  Book 
of  Exhibits.) 

MR.  HUGHES :  I  also  offer  in  evidence  statement  of  Law- 
yers' Title  Insurance  &  Trust  Company  stocks  owned  by  the 
Equitable  Life,  September  5th,  1905,  with  date  of  acquisition, 
etc. 

(Paper  marked  Exhibit  950  and  will  be  found  in  the  Book  of 
Exhibits.) 

MR.  HUGHES :  I  offer  in  evidence  statement  of  securities 
purchased  by  the  Equitable  Life  from  Kuhn,  Loeb  &  Company, 
since  January  ist,  1900. 
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(Statement  marked  Exhibit  951  and  will  be  found  in  the 
Book  of  Exhibits.) 

MR.  HUGHES :  I  will  have  marked  for  identification  state- 
ment of  law  expenses  of  the  Equitable. 

(Statement  marked  Exhibit  952  for  identification.) 

MR.  HUGHES:  I  offer  in  evidence  statement  of  payments 
due  insurance  papers  by  the  Equitable  Life  Assurance  Society 
and  certain  miscellaneous  advertising  charges. 

(Paper  marked  Exhibit  953  and  will  be  found  in  the  Book  of 
Exhibits.) 

MR.  HUGHES :  Mr.  Chairman  I  will  state  that  it  has  been 
learned  that  Mr.  Tarbell  is  absent  from  the  city  at  Smithville, 
some  miles  from  a  railroad  station,  and  cannot  be  readily  com- 
municated with  at  present  and  I  suggest  that  in  justice  to  him 
if  he  has  any  statement  to  make  in  answer  or  in  connection 
with  the  statement  made  by  Mr.  Sickles  that  the  same  be  made 
under  oath  and  submitted  to  the  Committee. 

THE  CHAIRMAN :  I  think  it  first  better  be  submitted  to 
you. 

MR.  HUGHES:  Certainly;  I  meant  that  it  should  be  re- 
ceived in  view  of  the  adjournment. 

THE  CHAIRMAN :  There  is  no  objection  to  that  if  Mr.  Tar- 
bell is  out  of  town.  Mr.  Ball  let  it  be  sworn  to  in  the  usual 
form — verified  in  the  usual  form. 
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MR.  HUGHES :  I  will  state  that  the  counsel  for  the  Com- 
mittee communicated  with  the  Hon.  David  B.  Hill  asking-  his 
attendance  as  a  witness  and  Mr.  Hill  wrote  me  a  letter  stating 
that  he  was  confined  to  his  house  and  unable  to  attend.  Sub- 
sequently I  understand  the  Committee  telegraphed  him  and 
has  a  further  communication  from  him  to  the  effect  that  he  is 
unable  to  appear  and  he  states  that  he  protests  against  the  hear- 
ings being  closed  before  he  can  be  heard  and  requests  that  his 
testimony  be  taken  before  the  full  Committee  or  a  sub-com- 
mittee either  next  week  or  the  week  after  as  he  is  not  seeking 
to  evade  giving  his  testimony  but  was  ready  at  any  time  this 
fall  before  his  illness  had  he  been  notified  that  his  presence 
was  desired.  I  will  state  that  it  was  unknown  to  the  counsel 
to  the  Committee  that  he  was  not  able  to  attend  and  it  was  sup- 
posed that  he  would  be  upon  call  when  desired  and  we  regret 
that  his  testimony  was  not  taken  earlier. 

THE  CHAIRMAN :  We  also  regret  that  it  will  probably  be 
impossible  to  take  his  testimony  as  he  requests  and  believes 
that  no  improper  motive  ought  to  be  attributed  to  Mr.  Hill, 
because  it  is  evident  he  is  sick  and  unable  to  get  here  and  other- 
wise would  be  entirely  willing  to  come.  We  would  like  his 
testimony  of  course.  If  the  Committee  find  that  it  is  practi- 
cable to  do  as  he  requests,  it  may,  but  that  is  a  matter  entirely 
for  subsequent  consideration. 

MILES  M.  DAWSON,  resumed. 

BY  MR.  HUGHES : 

Q.  Mr.  Dawson,  have  you  prepared  from  the  books  furnished 
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by  the  New  York  Life  Insurance  Company  a  statement  of  esti- 
mates surplus  and  actual  results  on  the  tontine,  estimates  of  1872, 
1881  and  1884?    A.  I  have. 

Q.  Is  this  such  a  statement?     (Showing  witness  paper.)     A. 
Yes. 

MR.  HUGHES :  I  offer  it  in  evidence. 

Paper   marked   Exhibit   954,    and    read   in   evidence   by   Mr. 
Hughes. 

RUFUS  WEEKS,  resumed. 
BY  MR.  HUGHES : 

Q.  I  call  your  attention  to  the  difference  between  the  estimates 
of  results  upon  deferred  dividend  policies  and  the  actual  results 
as  shown  by  the  table,  for  example,  on  the  estimates  of  1872  20 
payment,  20  year  period,  it  appears  that  the  estimate,  age  40, 
$1,243.98,  and  that  in  1892  the  actual  result  was  $527.02;  20  year 
endowment,  20  year  period,  estimate,  $1,650.79,  and  in  1892  the 
amount  was  $710.15.  Will  you  explain  that  discrepancy?  A. 
You  are  reading  the  dividends,  and  not  entire  cash  values.  What 
you  are  reading  is  dividends. 

Q.  I  am  reading  that  part  of  the  surplus.     A.  Surplus,  yes. 

Q.  The  surplus  which  corresponds  to  the  estimate — in  other 
words,  the  estimate  of  the  share  of  the  surplus  that  the  policy  in 
question  would  have,  and  the  actual  result  upon  that  policy  at 
the  expiration  of  the  period.     Now,  what  is  the  explanation  of  the 
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failure  to  realize  the  estimate?  A.  Of  course  the  explanation  is 
things  did  not  turn  out  as  well  as  the  persons  who  made  the 
estimates  supposed  they  would. 

Q.  What  were  the  things  that  failed  to  turn  out  as  well  as 
expected?  A.  I  am  not  familiar  with  the  method  in  which  the 
original  estimates  were  calculated,  had  nothing  whatever  to  do  with 
them. 

Q.  Who  attends  to  that?  A.  That  was  done  in  1872.  The 
man  who  did  that  is  dead  long  ago. 

Q.  Take  the  estimates  of  1884.  We  have,  for  example,  2d 
year  endowment,  20  year  period,  estimated  $692,  and  in  1904  the 
tontine  actual  results  $563.43 — the  non-forfeiting  results  $390.55. 

Q.  Which  is  this  estimate,  is  it  the  estimate  on  non-forfeiting  or 
forfeiting?     A.  There  were  two  different  estimates. 

Q.  Well,  you  can  explain  that  perhaps  better  than  we  can,  it 
is  taken  from  your  estimate  book.  A.  Of  course,  there  is  no 
question  that  the  results— whether  the  figures  are  exactly  correct 
or  not — it  is  true  that  the  results  in  1904  were  less  than  the  esti- 
mates of  1884. 

Q.  I  show  you  a  book  headed  Actual  Results  Non-Forfeiting 
and  Free  Tontine  Policies  Maturing  in  1905,  and  illustrations 
based  on  such  results  adapted  to  accumulation  policies  issued  in 
1905.  Was  that  put  out  by  the  New  York  Life  Insurance  Com- 
pany?   A.  Yes,  sir. 

Q.  Did  you  have  anything  to  do  with  its  preparation?  A.  Yes, 
sir. 

Q.  Is  it  a  fact  that  the  illustrations  there  are  larger  than  the 
actual  results?  A.  It  is  a  fact  that  the  figures  given  here  as 
actual  results  are  the  actual  results.     The  figures  given  here  as 
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illustrations  are  modifications  of  the  actual  results  in  the  pro- 
portion of  the  higher  premium  at  the  present  time. 

Q.  How  long  was  that  book  outstanding,  that  is,  how  long 
was  its  use  permitted?     A.  Apparently  until  May. 

Q.  Why  was  it  recalled?     A.  I  don't  remember  the  discussion. 

Q.  What  was  the  trouble?  A.  I  don't  know  that  there  was 
any  trouble. 

Q.  Well,  was  there  any  reason  for  getting  up  such  a  book  for 
1905,  and  recalling  it  in  May,  1905?  A.  I  think  this  book  was 
on  the  lines  of  the  book  of  1904 — while  I  don't  like  to  give  im- 
pressions— I  don't  remember  the  discussion  at  all. 

Q.  Now,  in  1904,  is  it  the  fact  that  you  put  the  actual  results  out 
in  January  and  then  recalled  it  and  put  illustrations  out  in  Febru- 
ary ?  A.  I  don't  remember  that.  I  remember  we  put  out  illustra- 
tions. 

Q.  You  remember  you  put  out  actual  results  and  recalled  them? 
A.  I  do  not. 

Q.  Do  you  remember  you  put  out  illustrations  after  you  had 
put  out  actual  results?     A.  I  remember  we  put  out  illustrations. 

Q.  Do  you  remember  there  was  a  complaint  against  your  actual 
results,  the  agents  complained  they  wanted  something  more  favor- 
able than  them  ?     A.  No,  I  don't  remember  hearing  any  complaint. 

Q.  From  any  source?     A.  No. 

Q.  Why  did  you  put  out  illustrations  after  you  had  put  out 
actual  results  ?  A.  Well,  I  remember  thinking  myself  that  on  the 
twenty  payment  life  particularly  the  actual  results  were  altogether 
disproportionately  low  to  what  was  a  fair  presumption  of  the  pres- 
ent rates  of  twenty  payment  life. 
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Q.  Is  it  a  fact  that  in  1905  you  put  out  illustrations  first  and  then 
recalled  them  and  put  out  actual  results?  A.  The  illustration 
book  contains  actual  results  also. 

MR.  HUGHES :  I  will  have  marked  for  identification  the  one 
shown  you,  the  illustrations  issued  in  1905. 

THE  WITNESS :  Does  not  that  contain  actual  results  ? 
MR.  HUGHES :  Pardon  me  a  moment. 

(Book  marked  Exhibit  No.  955  for  identification.) 

Q.  Now,  I  show  you  another  book  headed  Actual  Results  on 
Free  Tontine  Policies  Maturing  in  1905.  Was  that  put  out  this 
year?    A.  Yes,  sir. 

(Book  marked  Exhibit  No.  956  for  identification.) 

Q.  Was  the  actual  result  book  put  out  after  the  illustration 
book  had  been  recalled?  A.  I  am  not  sure  that  the  illustration 
book  was  recalled. 

Q.  Well,  it  was  used  until  May,  I  understood  you  to  say?  A. 
Yes,  but  I  am  not  sure  it  was  recalled  then.  I  say  the  actual 
result  book  was  put  out,  but  I  cannot  speak  with  certainty  as  to 
the  recall  of  them. 

Q.  Don't  you  recall,  as  actuary,  what  was  done  this  year  about 
these  two  books?  A.  I  do  not  have  immediate  and  constant 
charge  of  those  matters,  and  I  don't  remember. 
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Q.  Will  you  state,  briefly,  Mr.  Weeks,  the  method  which  you 
used  in  computing  the  deferred  dividends.  A.  In  calculating  the 
amount  ? 

Q.  The  amount  to  be  apportioned.  Please  make  it  as  condensed 
as  possible  as  our  time  is  limited.  A.  We  try  as  nearly  as  possible 
to  find  out  what  the  policyholder  is  entitled  to,  based  on  the  experi- 
ence of  the  company  during  the  year  of  his  dividend  period — 
that  is,  the  notion  is  to  find  out  the  rates  of  interest  we  realized 
on  our  investments  during  the  period,  and  the  rates  of  expense  we 
have  been  at  at  the  beginning  of  the  period  and  during  the  years 
since,  and  the  general  rate  of  mortality  of  the  accumulation  class 
that  is  in,  and  then  to  make  up  a  hypothetical  account' with  one 
thousand  assumed  policyholders  of  a  certain  kind  and  certain  age 
of  issue  on  these  assumptions;  then  there  is  another  assumption 
that  comes  in,  that  is  the  rate  of  lapse,  the  rate  of  termination,  and 
with  those  assumptions  and  taking  a  thousand  policies  starting, 
you  can  figure  out  what  number  would  be  left  at  the  end  of  the 
time,  and  also  what  the  total  share  of  assets  would  be  at  the  end 
of  the  time.  Then  if  you  divide  the  total  share  of  this  assumed 
group  by  the  number  left  you  will  have  the  share  of  each  person 
and  that  will  represent  roughly  what  those  policyholders  are  en- 
titled to. 

Q.  Do  you  classify  yovir  policies  according  to  years  of  issue — do 
you  keep  a  separate  account  of  policies  issued  in  any  given  year 
of  a  given  sort?    A.  We  keep  statistics  separately,  yes. 

Q.  You  do  not  keep  an  account  of  surplus  separately  ?  A.  Yes, 
we  do  every  year. 

Q.  Every  year  you  ascertain  in  some  method  the  surplus — I 
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do  not  mean  that — I  meant  whether  you  classified  the  policies 
issued  in  1880  and  maturing  in  1900,  for  example,  as  a  separate 
class,  keep  account  of  the  lapses  in  that  class,  distribute  the  gains 
from  lapses,  to  the  surviving  members  of  that  class  treated  by  it- 
self?   A.  No,  sir. 

Q.  You  have  never  done  that?    A.  No,  sir. 

Q.  How  do  you  classify  your  deferred  dividend  policies  for 
the  purpose  of  giving  the  persistent  members  the  benefit  of 
gains  from  lapses  of  those  who  drop  out?  A.  In  the  manner 
that  I  have  said,  that  is,  by  ascertaining  the  normal  and  average 
rates  of  lapse  corresponding  to — regularizing  the  actual  rates 
of  that  experience  during  the  time  and  assuming  that  rate  of 
lapse  in  this  hypothetical  calculation. 

Q.  Your  rate  of  lapses  is  on  your  general  business?  A.  Not 
on  general  business.  For  instance,  if  you  are  dealing  with 
twenty-year  accumulation  policies  you  would  find  out  the  nor- 
mal rate  of  lapse  on  twenty-year  accumulation  policies.  For 
that  purpose  you  would  merge  altogether  your  experience  on 
policies  of  different  years  of  issue. 

Q.  That  is,  you  would  merge  together  your  experience  on 
policies  of  different  years  of  issue  which  were  of  the  same 
character?    A.  Yes. 

Q.  Can  you  tell  me  what  the  discontinuance  rates  are  on 
your  deferred  dividend  policies  (showing  witness  paper)  ?  A. 
This  represents  as  I  see  it  the  discontinuance  rates  on  our  re- 
cent issues  beginning  about  the  year  1899.  It  would  not  be 
the  same  as  discontinuance  rates  on  older  policies. 

Q.  Can  you  tell  me  what  those  are?  A.  Those  are  not  ab- 
solute, of  course. 
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Q.  You  better  state  again  just  what  these  are?  A.  There 
are  approximate  discontinuance  rates  on  policies  issued  since 
1899. 

Q.  Of  the  tontine  class?  A.  Of  the  accumulation  class,  yes. 
At  the  end  of  the  first  year,  twenty-one  per  cent.,  at  the  end  of 
the  second  year,  four  per  cent. ;  at  the  end  of  the  third  insurance 
year,  3.6;  at  the  end  of  the  fourth  insurance  year,  4.4  per  cent. 

MR.  HUGHES:  I  read  in  evidence  a  letter  produced  from 
your  files,  that  is  the  files  of  your  company.  It  is  a  copy  of  a 
letter  addressed  by  the  actuary  of  your  company  to  the  Privy 
Councillor  of  Russia  as  follows  : 

Paper  marked  Exhibit  No.  957,  and  read  in  evidence  by  Mr. 
Hughes. 

Q.  That  paper  was  sent  by  you?    A.  Yes. 

Q.  The  results  turned  out  very  differently  than  was  sup- 
posed at  the  time  this  letter  was  written,  did  they  not?  A. 
What  results? 

Q.  The  results  as  to  the  non-forfeiting  class  as  compared 
with  the  forfeiting  class?  A.  I  do  not  think,  except  for  the 
latter  part  of  the  old  twenty-years — I  think  the  fifteen-year  non- 
forfeiting  class  turned  out  about  the  same  as  the  fifteen-year 
forfeiting. 

Q.  If  you  will  look  at  the  actual  results  for  1905,  life  twenty- 
year  periods.    A.  Only  for  the  twenty-year  period  they  did. 

Q.  They  did  come  out  differently?     A.  Yes. 

Q.  What  was  the  reason  for  that?     A.  There  are  three  or 
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four  years  issues,  the  last  end  of  the  old  straight  tontines,  the 
forfeiting  tontines  which  were  issued  way  back  in  1883,  1SS4 
and  1885,  and  maturing  in  1903,  1904  and  1905,  where  we  con- 
tinued paying  the  same  dividends  that  we  have  declared  for 
some  years  before  on  those  groups,  although  the  non-forfeiting 
groups  beginning  in  1904,  show  lower  results,  we  considered 
that  was  an  equitable  thing  to  do  because  these  old  policyholders 
in  the  forfeiting  groups  had  taken  such  a  risk  of  forfeiture  in 
all  those  years  that  it  seemed  a  fair  thing  to  cut  their  results. 

Q.  Do  you  recollect  that  in  your  reports  to  the  Prussian  De- 
partment large  amounts  were  put  in  at  the  close  of  the  tontine 
period  in  the  surplus?     A.  Yes,  sir. 

O.  What  is  the  explanation  of  that?  A.  I  went  through 
that  once  before,  Mr.  Hughes. 

Q.  Well,  state  it  briefly.  A.  I  will  try  and  get  at  it  again. 
The  calculation  at  the  end  of  the  period  is  as  I  have  shown 
already,  based  on  what  really  belongs;  what  really  has  been 
earned  by  those  particular  policies ;  that  the  allotments  of  sur; 
plus  during  the  period  have  not  really  anything  to  do  with  what 
those  particular  policyholders  have  earned. 

Q.  Why  is  that?  A.  You  are  limited  in  your  totals,  j^ou 
have  got  just  so  much  as  a  total,  which  you  can  call  tontine 
funds,  or  what  we  call  it,  interim  funds.  That  is  largely  lim- 
ited by  the  amount  you  have  to  pay  out  for  new  business  each 
year  in  excess  of  the  loadings  on  the  premiums. 

Q.  In  other  words  you  return  at  the  close  of  the  tontine 
period  what  you  deem  you  have  borrowed  from  the  surplus  be- 
longing to  the  policyholders  of  a  given  class  in  order  to  defray 
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expenses?  A.  Well,  that  is  only  a  theoretical  expression.  Of 
course,  there  is  not  any  entity  of  one  group  of  policyholders 
or  another.  It  belongs  to  the  company,  so  it  could  not  have 
been  borrowed. 

Q.  Yes,  but  taking  the  account  of  the  particular  policyhold- 
ers, they  have  left  to  their  credit  when  you  arrive  at  the  year 
at  which  they  close  their  accounts  than  they  should  have  by 
reason  of  the  outlays  in  getting  business?    A.  Yes. 

Q.  And  then  you  restore  what  their  credit  should  be  in  full? 
A.  Yes,  we  make  up  a  new  credit. 

Q.  Did  you,  in  determining  the  surplus  at  different  times, 
base  your  calculations  upon  the  basis  of  3J^  per  cent,  reserve 
instead  of  four  per  cent.?     A.  Yes,  we  have  done  that. 

Q.  That  is  deducting  3j4  per  cent,  reserve  instead  of  four 
per  cent.?     A.  Yes. 

Q.  Was  that  in  cases  where  you  had  made  your  estimates 
on  a  four  per  cent,  basis?     A.  Yes,  sir. 

Q.  What  justification  had  you  in  making  the  deduction  on 
the  three  and  one-half  per  cent,  basis  when  you  had  made  your 
estimates  and  published  them  on  the  four  per  cent,  basis?  A. 
Because  in  the  meantime  the  rates  had  gone  down  and  we  were 
holding  three  and  one-half  per  cent,  on  the  policies  which  con- 
tinued in  force  after  the  accumulation  period. 

Q.  Then  you  abandoned  the  three  and  one-half  per  cent,  re- 
serve?   A.  We  did  after  this  year. 

Q.  For  how  long  did  you  add  the  three  and  one-half  per 
cent,  reserve  in  estimating  your  reserve?  A.  Three  or  four 
years. 
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O.  That  would  be  from  1900  or  1901  to  1904?  A.  Approx- 
imately. 

Q.  Why  did  you  abandon  it?  A.  Because  there  was  so 
much  objection.  While  those  matters  are  matters  of  discus- 
sion  

Q.  Does  this  show  the  amount  whjich  had  been  taken  in 
order  to  pay  expenses  at  the  end  of  1904  or  in  making  the  cal- 
culations for  1904?     A.  Approximately,  yes,  sir. 

MR.  HUGHES:  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  958.) 

Q.  (Handing  paper) :  Is  this  a  specimen  sheet  showing  your 
approximate  fractional  accounting  to  December  31st,  1902,  in 
connection  with  your  deferred  dividend  policies?     A.  Yes,  sir. 

MR.  HUGHES :  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  959.) 

(Exhibit  959  will  be  found  in  the  Book  of  Exhibits.) 

Q.  Mr.  Weeks,  some  statements  were  made  here  in  regard 
to  sub-standard  risks  taken  by  your  company  in  regard  to 
which  I  understand  you  desire  to  make  some  statement  or  ex- 
planation. You  requested  an  opportunity  to  make  a  statement  ? 
A.  In  regard  to  the  general  subject  of  sub-standards? 
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Q.  I  don't  know  what  was  in  your  mind,  but  there  was  some 
testimony  taken  in  the  testimony  of  Mr.  McCIintock  which  you 
desired  to  answer?  A.  Mr.  McCIintock,  as  I  read  his  testi- 
mony, seemed  to  think  our  handling-  of  sub-standard  cases  was 
a  matter  of  guessing,  but  that  is  not  at  all  the  case.  Before 
we  began  the  sub-standard  business  in  1896  we  had  collected 
ample  statistics  which  gave  us  a  thorough  framework  showing 
the  deterioration  in  lives  due  to  the  various  causes,  whether 
it  might  be  consumption  in  the  family  history  or  diseases  of 
some  kind  or  another  or  previous  impairment.  We  had  a  gen- 
eral table  of  statistics  showing  how  much  impairment  resulted 
from  each  of  those  causes,  and  proceeded  on  those  statistics, 
and  the  results  have  amply  justified  those  statistics. 

MR.  HUGHES:  Is  there  anyone  here  representing  Edward 
G.  Riggs  ? 

(No  response.) 

Q.  Proceed,  Mr.  Weeks.  A.  So  that  we  have  as  much  cer- 
tainty now  in  dealing  with  a  sub-standard  risk  as  we  have  in 
dealing  with  a  normal  risk. 

Q.  Well,  do  you  profess  to  be  able  to  classify  the  results 
of  your  experiences  so  as  to  show  what  deterioration  there  has 
been  in  a  case  where  there  has  been  consumption,  for  example, 
in  the  family  history  on  the  mother's  side?  A.  Yes,  sir;  that 
is  we  do  not  of  course  know  when  that  man  will  die,  but  we 
know  out  of  a  thousand  men  with  just  that  record  exactly  so 
many  will  die  a  year. 
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Q.  Well,  you  do  not  have  records  which  exactly  correspond 
^ith  regard  to  sub-standard  risks,  do  you?  A.  Very  closely, 
yes. 

Q.  In  other  words,  in  one  case  it  will  be  a  case  of  a  maternal 
uncle,  and  another  case  of  a  maternal  grand  uncle,  and  an- 
other case  of  a  mother  or  brother  or  sister.  How  can  you 
classify  those,  so  as  to  have  any  data  for  deductions?  A.  We 
classify  them  by  the  past  experience  on  persons  who  have  ap- 
plied for  insurance,  and  given  the  same  record.  By  combining 
together  those  who  give  the  same  record,  and  finding  out  how 
long  they  live. 

Q.  Do  you  think  you  have  the  same  basis  for  an  accurate 
generalization  as  you  have  in  the  case  of  sound  risks?  A.  Yes, 
I  consider  we  have. 

Q.  That  is  deduced  entirely  from  the  experience  of  the  New 
York  Life?  A.  No,  it  is  also  compared  with  the  experience 
of  other  companies. 

MILES  M.  DAWSON,  resumed. 

BY  MR.  HUGHES : 

Q.  You  have  prepared  certain  statements  from  the  books  and 
data  furnished  by  the  New  York  Life  Insurance  Company.  Will 
you  produce  them  and  state  what  they  are  ?  (Producing  papers.) 
A.  This  is  from  the  New  York  Life,  Equitable  and  Mutual,  all 
three. 

Q.  The  papers  you  now  have?    A.  Yes.    It  shows  the  number 
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of  persons  who  insured  with  them  in  certain  years  and  survived 
the  period,  and  kept  their  policies  in  force,  ten  year,  fifteen  year 
and  twenty  year  periods,  expiring  in  1905. 

.    MR.  HUGHES  :  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  960.) 

Q.  Proceed.  What  is  the  statement  you  now  show  me?  A. 
That  is  a  copy  from  the  Prussian  reports  of  the  apportionment  of 
surplus  to  the  tontine  policies. 

Q.  By  the  New  York  Life  Insurance  Company?    A.  Yes,  sir. 

MR.  HUGHES  :  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  961.) 

(Exhibit  961  will  be  found  in  the  Book  of  Exhibits.) 

THE  WITNESS :  These  are  exhibits  showing  the  actual  re- 
sults in  the  years  1904  and  1905  of  the  same  company. 

(Papers  marked  Exhibits  962  and  963.) 

(Exhibits  962  and  963  will  be  found  in  the  Book  of  Exhibits.) 

THE  WITNESS:  These  are  the  resuUs  of  full  tontine  and 
non-forfeiting  tontTne  policies  maturing  in  1905. 

MR.  HUGHES :  I  offer  the  paper  in  evidence. 

''Paper  marked  Exhibit  964.) 
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(Exhibit  964  will  be  found  in  the  Book  of  Exhibits.) 

Q.  Have  you  compared  the  results  as  shown  by  these  books 
in  1905,  Exhibit  955  for  identification,  being  actual  results  from 
non-forfeiting  tontine  policies  maturing  in  1905  and  illustr'ations 
from  such  results  due  to  accumulations  in  1905,  Exhibit  956, 
with  the  actual  results  from  tontine  policies  maturing  in  1905? 
A.  I  have,  and  the  figures  I  have  handed  in  were  taken  from 
them  for  1905. 

Q.  What  do  they  show,  in  brief  ?  A.  They  show  that  on  a  life 
twenty  year  period  policy  the  actual  result  at  age  30  years  is 
$517.52,  and  the  illustrated  result  $550.  Same  age  on  twenty 
payment  life,  20  year  period,  actual  result  was  $810.56,  the  illus- 
trated result  $918. 

Q.  And  other  statements  are  given  in  the  tables?    A.  Yes,  sir. 

Q.  What  is  your  next  statement?  A.  Statement  of  the  esti- 
mated surplus  and  actual  results  of  distribution  policies  issued 
by  the  Mutual  Life  Insurance  Company. 

MR.  HUGHES :  I  offer  that  in  evidence. 

(Paper  marked  Exhibit  965.) 

(Exhibit  965  will  be  found  in  the  Book  of  Exhibits.) 

THE  WITNESS :  Statement  of  estimated  surplus  and  actual 
results  on  policies  issued  by  the  Manhattan  Life, 

MR.  HUGHES :  I  ofifer  that  in  evidence. 

(Paper  marked  Exhibit  966.) 
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(Exhibit  966  will  be  found  in  the  Book  of  Exhibits.) 

THE  WITNESS :  Statement  of  estimated  surplus  and  actual 
results  on  policies  issued  by  the  Northwestern  Mutual  Life  In- 
surance Company. 

MR.  HUGHES :  I  offer  that  in  evidence. 

(Paper  marked  Exhibit  967.) 

(Exhibit  967  will  be  found  in  the  Book  of  Exhibits.) 

THE  WITNESS :  Statement  of  estimated  surplus  and  actual 
results  on  policies  issued  by  the  Penn  Mutual  Life  Insurance 
Company. 

MR.  HUGHES :  I  offer  that  in  evidence. 

(Paper  marked  Exhibit  968.) 

(Exhibit  968  will  be  found  in  the  Book  of  Exhibits.) 

THE  WITNESS :  All  of  these  figures  are  taken  from  books 
■or  paper  furnished  the  Committee  by  the  companies  mentioned. 

MR.  HUGHES :  I  will  read  a  letter  received  by  the  Commit- 
tee from  the  Rev.  G.  Brophy,  HoUoway,  Hastings  County,  On- 
tario, Canada,  and  offer  the  same  in  evidence. 

(Paper  marked  Exhibit  969.) 

Q.  This  letter  was  referred  to  the  companies  mentioned,  Mr. 
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Dawson?  A.  I  do  not  think  so.  Those  are  letters  to  Mr. 
Brophy  himself  that  you  have  there  I  think.  They  were  not 
referred  to  me. 

MR.  HUGHES:  With  regard  to  the  policies  in  question  the 
Committee  and  its  counsel  have  received  the  following  com- 
munications from  the  companies:  From  the  Equitable,  under 
date  of  December  27,  1905;  from  the  New  York  Life  Insurance 
Company,  December  27,  1905,  and  from  the  Mutual  Life  In- 
surance Company,  December  26th,  1905.  I  offer  them  m  evi- 
dence. 

(Papers  marked  Exhibits  970,  971  and  972.) 

Q.  Referring  to  these  Brophy  policies,  will  you  explain  if 
you  can  from  the  date  furnished  and  the  testimony  given  the 
reasons  for  the  difference  in  settlement?  A.  The  mode  of  dis- 
tributing tontine  surpluses  adopted  by  the  Equitable  Life  Assur- 
ance Society,  that  mode  being  a  giving  of  an  exact  proportion  of 
the  original  Homans'  estimate  that  the  total  surplus  bears  to 
the  total  surplus  that  would  have  accumulated  under  the  Ho- 
mans' conditions,  results  unquestionably  in  largely  increasing  the 
surplus  on  endowment  policies  as  compared  'with  other  forms 
and  particularly  on  endowment  policies  at  advanced  years. 

Q.  Why  is  that?  A.  The  reason  being  that  their  gains  from 
interest  have  not  borne  the  same  proportion  to  the  expected 
gains  that  the  other  items  had  and  they  are  given  a  larger  pro- 
portion at  maturity  probably  on  those  policies  than  they  really 
deserved.     The  New  York  Life's  mode  of  distribution  has,  as 
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Mr.  Weeks  has  testified,  given  to  the  policy  an  amount  of  sur- 
plus believed  by  them  to  have  been  equitably  contributed  by 
it,  but  it  involves  if  carried  out  thoroughly  and  of  the  carrying 
of  the  surplus  in  the  company,  counting  some  $12,000,000,  as  was 
stated  as  surplus,  which  was  on  the  reserve  account  as  reported 
to  the  Department.  The  Mutual  Life's  dividends  were  every 
five  years,  as  stated,  consequently  there  were  not  the  gains  from 
forfeitures  and  that  sort  of  thing  that  there  were  in  the  other 
two. 

MR.  HUGHES:  I  have  received  from  Augustus  G.  Paine  a 
statement  as  follows:  At  the  time  of  giving  my  testimony  be- 
fore the  Investigating  Committee  I  was  asked  if  I  could  find  the 
papers  relating  to  my  two  syndicate  subscriptions.  I  have  found 
one,  the  subscription  to  the  original  steel  syndicate  showing  my 
payments  under  that  subscription  and  my  final  accounting  with 
the  trust  company.  These  are  the  original  papers  received  at 
the  time  of  my  subscription.  The  other  was  of  the  subscrip- 
tion for  $50,000  through  J.  P.  Morgan  &  Co.  in  1901,  under 
which  two  payments  were  made.  In  1902  the  syndicate  was 
closed  and  a  profit  of  $1,232.33  resulted. 

"The  enclosed  statement  is  to  correct  an  erroneous  impres- 
sion given  in  the  New  York  World,  and  I  would  Hke  to  submit 
the  same  under  my  oath."  The  statement  to  which  he  refers 
is  as  follows: 

"Col.  Paine  said  that  he  made  a  subscription  on  April  9th, 
1901,  at  the  office  of  the  New  York  Security  and  Trust  Com- 
pany of  $25,000  in  the  underwriting  syndicate  of  the  United 
States  Steel  Corporation,  under  the  agreement  with  J.  P.  Mor- 
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gan  &  Co.,  and  on  the  same  date  paid  in  cash  the  first  call  upon 
his  subscription  of  12^  per  cent,  and  subsequently  all  other  calls 
as  they  were  made  on  the  Trust  Company  by  Messrs.  J.  P.  Mor- 
gan &  Co.  Col.  Paine  submitted  to  the  World  reporter  all  the 
original  documents  proving  this  statement. 

"On  May  i8th,  1904,  he  received  a  check  from  the  New  York 
Security  and  Trust  Company  for  the  balance  due  him  under  his 
subscription.  The  profit  made  on  this  subscription  was  about  25 
per  cent. 

"Col.  Paine  said  that  he  had  no  knowledge  that  the  New  York 
Life  Insurance  Company  had  any  interest  in  the  Steel  Syndicate. 
Although  he  had  done  business  for  a  number  of  years  with  the 
New  York  Security  and  Trust  Company  his  only  connection 
with  that  company  was  that  of  a  depositor  of  securities  and 
cash.  He  never  borrowed  a  dollar  from  that  company  nor  had 
any  business  transaction  with  the  New  York  Life  Insurance 
Company,  in  which  he  has  been  a  Trustee  for  about  thirteen 
years." 

MR.  HUGHES:  I  offer  in  evidence  the  affidavits  of  Thomas 
M.  Banta,  verified  December  28th,  1896;  of  Hugh  H.  Thompson, 
verified  December  28th,  1896;  of  John  C.  Whitney,  verified  De- 
cember 28th,  1896;  to  the  effect  that  according  to  the  informa- 
tion of  the  affiants  no  moneys  had  been  paid  by  the  company  to 
the  Republican  campaign  fund  during  the  recent  presidential 
election,  that  is  the  election  of  1896;  all  said  affidavits  being 
those  referred  to  in  the  testimony  as  having  been  furnished  to 
the  Governor  of  Texas. 

(Papers  marked  Exhibit  973,  974  and  975.) 
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MR.  HUGHES :  Mr.  Weeks,  Mr.  Hugh  S.  Thompson,  Comp- 
troller, is  dead,  is  he  not? 

MR.  WEEKS :  Yes. 

MR.  HUGHES :  I  offer  in  evidence  memorandum  of  insurance 
on  the  lives  of  officers  of  the  New  York  Life  Insurance  Company, 
showing  the  amount  of  insurance  and  the  commissions  or  allow- 
ances received  by  the  officers. 

The  seven  papers  referred  to  were  marked  Exhibits  No.  976-A- 
B-C-D-E-F-G. 

MR.  HUGHES :  I  offer  in  evidence  statement  from  the  New 
York  Life  Insurance  Company  of  the  amount  paid  for  examina- 
tion by  the  State  Insurance  Department  from  1894  to  1905. 

(Paper  marked  Exhibit  No.  977.) 

MR.  HUGHES :  I  offer  in  evidence  statement  from  the  rec- 
ords of  the  Comptroller  of  the  State  of  New  York,  showing  the 
memorandum  of  taxes  of  the  New  York  Life  Insurance  Com- 
pany, under  Chapter  118  of  the  Laws  of  1901,  together  with  all 
rebates  and  allowances  thereon. 

(Paper  marked  Exhibit  978.) 

(Exhibit  No.  978  will  be  found  in  the  Book  of  Exhibits.) 
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MR.  HUGHES:  I  offer  in  evidence  Exhibit  No.  150,  for 
identification,  being  the  sheet  of  income  and  disbursements  of 
1904,  of  the  New  York  Life  Insurance  Company. 

(Paper  marked  Exhibit  No.  150  in  evidence.) 

(Exhibit  No.  150  will  be  found  in  the  Book  of  Exhibits.) 

MR.  HUGHES :  I  offer  in  evidence  statement  of  the  business 
of  C.  H.  Raymond  &  Company,  furnished  by  the  Mutual  Life 
Insurance  Company. 

(Paper  consisting  of  two  sheets  was  marked  Exhibits  Nob. 
979  and  980.) 

(Exhibits  Nos.  979  and  980  will  be  found  in  the  Book  of  Ex- 
hibits.) 

MR.  HUGHES :  I  offer  in  evidence  statement  containing  the 
syndicate  participations  of  Mr.  A.  D.  Juilliard. 

(Paper  marked  Exhibit  No.  981.) 

MR.  HUGHES:  I  also  offer  in  evidence  a  statement  of  the 
syndicate  participations  of  George  F.  Baker. 

(Paper  marked  Exhibit  No.  982.) 

MR.  HUGHES:  I  offer  in  evidence  statement  of  the  Insur- 
ance Examination  of  the  State  Insurance  Department,  and  the 
amount  paid  thereon  of  the  Mutual  Life. 
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(Paper  marked  Exhibit  No.  983.) 

MR.  HUGHES:  I  offer  in  evidence  the  bank  balances  of  the 
Mutual  Life  Insurance  Company  for  1904,  being  Exhibit  No.  62 
for  identification. 

(Exhibit  No.  62  will  be  found  in  the  Book  of  Exhibits.) 

MR.  HUGHES:  I  offer  in  evidence  balances  of  the  New 
York  Life  Insurance  Company  for  the  year  1904,  being  part  of 
Exhibit  No.  39  for  identification. 

(Paper  marked  Exhibit  No.  984). 

(Exhibit  No.  984  will  be  found  in  the  Book  of  Exhibits.) 

MR.  HUGHES:  I  offer  in  evidence  the  bank  balances  of  the 
Equitable  Life  Assurance  Society  for  the  year  1904. 

(Paper  marked  Exhibit  No.  985). 

(Exhibit  No.  985  will  be  found  in  the  Book  of  Exhibits.) 

MILES  M.  DAWSON,  resumed : 

BY  MR.  HUGHES : 

Q.  Have  you  prepared  a  gain  and  loss  exhibit  showing  poli- 
cies within  their  first  year,  in  1904,  in  companies  doing  business  in 
the  State  of  New  York,  showing  the  expected  losses,  actual  losses, 
mortality  gain,  loading,  total  margins  and  first  year's  expenses? 
A.  I  have. 
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Q.  From  what  are  the  data  compiled?  A.  From  information 
furnished  by  the  companies  in  response  to  the  request  of  the 
committee.  It  is  proper  to  say  in  this  connection  that  one  com- 
pany, the  Life  Association  of  America,  has  refused  to  furnish  in- 
formation, and  one,  the  State  Life  Insurance  Company  of  In- 
diana, has  failed  to  furnish  it,  not  replying  at  all. 

(Paper  marked  Exhibit  No.  986.) 

(Exhibit  No.  986  will  be  found  in  the  Book  of  Exhibits.) 

THE  WITNESS :  I  wish  to  ask  of  the  Chairman  of  the  com- 
mittee the  privilege  of  making  any  corrections  or  slight  amen- 
dations  which  may  be  required  in  the  exhibits.  There  are  one  or 
two  matters  which  are  not  quite  settled  between  myself  and  the 
companies. 

THE  CHAIRMAN :  Yes. 

MR.  HUGHES  :  I  offer  in  evidence  statement  furnished  by  the 
Mutual  Life  Insurance  Company  as  to  the  City  Realty  Com- 
pany and  property  owned  and  sales  thereof,  at  Rochester,  N.  Y. 

(Paper  marked  Exhibit  987.) 

MR.  HUGHES :  I  offer  in  evidence  copy  of  the  contract  with 
D.  B.  Harper  on  the  part  of  the  Mutual  Reserve  Fund  Life  Asso- 
ciation, furnished  by  that  company. 

(Paper  marked  Exhibit  988.) 
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MR.  HUGHES :  I  offer  in  evidence  the  deposition  of  Isaac 
Vanderpoel  in  the  case  in  the  Supreme  Court  of  the  Mutual  Re- 
serve Fund  Life  Association  against  J.  Thompson  Patterson. 

(Paper  marked  Exhibit  989.) 

MR.  HUGHES :  I  offer  in  evidence  statement  relating  to  cost 
of  the  Mutual  Reserve  building,  from  the  files  of  the  Department 
of  Insurance. 

(Paper  rriarked  Exhibit  990). 

MR.  HUGHES :  I  also  offer  in  evidence  statement  of  income 
of  the  Mutual  Reserve  Building,  from  the  files  of  the  Department 
of  Insurance. 

(Paper  marked  Exhibit  991.) 

MR.  HUGHES :  I  have  received  in  accordance  with  the  re- 
quest of  the  committee  from  the  Security  IMutual  Life  Insurance 
Company  contract  with  A.  S.  Rennie,  of  Chicago,  Illinois,  from 
which  it  appears  that  the  compensation  allowed  to  Mr.  Rennie  is 
as  follows : 

On  all  business  secured  under  and  by  the  terms  of  this  con- 
tract the  following  brokerage  commissions  on  premiums  paid 
for  the  first  year  the  insurance  shall  be  in  force — on  probable 
life  annual  renewals,  whole  life,  15  year  return  accumulation, 
twenty  payment  life  and  ten  year  term  annual  renewable  plan, 
80  per  cent. ;  15  payment,  70  per  cent. ;  10  payment,  50  per  cent. ; 
on  twenty,  twenty-five  and  thirty  year  endowments,  70  per  cent. ; 
18  year  endowment,  60  per  cent. ;  10  year  endowment,  50  per 
cent.,  all  of  the  above  being  participating  policies. 
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On  second  and  subsequent  years'  premiums  as  collected  on  the 
above  named  participating  policies  there  shall  be  allowed  and 
paid  to  the  said  manager  a  renewal  commission  of  8  per  cent., 
said  renewal  commission  to  be  paid  to  the  party  of  the  second 
part  or  his  legal  representatives  so  long  as  the  insurance  pro- 
cured under  this  contract  is  in  force  on  the  books  of  the  com- 
pany and  the  insured  continues  to  pay  full  premiums  thereon, 
except' that  should  the  amount  of  insurance  to  the  credit  of  this 
contract  be  at  any  time  less  than  the  sum  of  $100,000,  then  all 
renewals  shall  cease  and  determine  and  revert  to  the  company. 

It  is  further  agreed  that  upon  non-participating  policies  as 
now  issued  by  the  company  there  will  be  allowed  a  brokerage 
commission  of  60  per  cent,  on  whole  life  and  twenty  payment  life, 
and  fifty  per  cent,  upon  twenty  year  endowment,  but  upon  cer- 
tain non-participating  policies  there  shall  be  no  renewal  com- 
missions. 

On  all  business  secured  by  said  manager  prior  to  the  date  of 
this  contract  the  compensation  shall  be  in  accordance  with  the 
terms  and  conditions  of  a  certain  contract  bearing  date  Decem- 
ber IS,  1897. 

II.  A  failure  or  neglect  on  the  part  of  said  manager  to 
make  reports  and  pay  over  moneys  belonging  to  said  company 
according  to  the  conditions  of  this  agreement  shall  be  sufficient 
reason  for  immediately  terminating  this  contract  at  any  time 
without  notice,  anything  in  this  agreement  to  the  contrary  not- 
withstanding. 

MR.  HUGHES:  I  also  offer  in  evidence  statement  of  ac- 
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count  of  A.  S.  Rennie  with  the  Security  Mutual  Life  Insurance 
Company,  from  1896  to  1905. 

MR.  HUGHES :  I  offer  in  evidence  correspondence  between 
William  Boswell  and  the  Security  Mutual  Life  Insurance  Com- 
pany touching  the  use  of  advertising  of  probable  life  policies. 

(The  papers  were  admitted  in  evidence  and  marked  Exhibit 
994-) 

MR.  HUGHES :  I  will  state  upon  the  record  that  the  Security 
Mutual  Life  Insurance  Company  states  that  the  company  ad- 
vanced to  the  Chicago  office,  that  is  Mr.  Rennie's  agency,  $400 
a  month  to  cover  the  rent  and  office  expenses.  The  amount  is 
not  charged  against  Mr.  Rennie,  and  that  it  will  be  cut  in  half 
about  December  31  of  this  year. 

Mr.  Turner  further  states  that  in  his  testimony  he  stated  that 
the  minimum  renewals  were  7  per  cent. ;  that  that  was  his  recol- 
lection, but  he  knows  of  three  instances  where  a  renewal  of 
eight  per  cent,  was  allowed,  and  Mr.  Rennie's  case  was  one  of 
them.  Mr.  Turner  further  states  that  in  his  testimony  he  stated 
as  he  recollected  that  Mr.  Rennie's  brokerage  commission  was 
70  per  cent.,  with  an  overriding  commission  of  ten  per  cent.,  but 
finds  that  he  was  in  error,  and  Mr.  Rennie's  contract  is  80  per 
cent,  graded  with  no  overriding.  That  this  is  true  of  two  or 
three  other  contracts  which  were  made  several  years  ago  and 
that  are  now  in  force. 

MR.  HUGHES :  I  will  also  state  that  the  committee  has  re- 
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ceived  from  the  Security  Mutual  Life  Insurance  Company  a 
form  of  proxy  and  specimens  of  policy  which  I  had  requested. 
I  will  also  offer  in  evidence  statement  of  Mr.  Francis  W.  Alex- 
ander. 

(Paper  marked  Exhibit  995.) 

(Exhibit  995  will  be  found  in  the  book  of  exhibits.) 

MR.  HUGHES :  I  also  offer  in  evidence  statement  from  Provi- 
dent Savings  Life  Assurance  Society  with  regard  to  policy  No. 
129,771,  Isaac  Shapiro. 

(Paper  marked  Exhibit  996.) 

(Exhibit  996  will  be  found  in  the  book  of  exhibits.) 

MR.  HUGHES :  I  will  have  marked  for  identification  the 
charter  of  the  Provident  Savings  which  was  used  in  the  examina- 
tion. 

(Charter  marked  Exhibit  997  for  identification.) 

MR.  HUGHES :  I  offer  in  evidence  statement  of  the  traveling 
expenses  of  the  Provident  Savings  Life  Assurance  Society  paid 
during  the  year  1904. 

(Paper  marked  Exhibit  998.) 

(Exhibit  998  will  be  found  in  the  book  of  exhibits.) 
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MR.  HUGHES :  I  offer  in  evidence  statement  of  collateral 
loans  of  the  Provident  Savings  Life  Assurance  Society,  being 
Exhibit  734  for  identification.) 

(Paper  marked  Exhibit  999  and  will  be  found  in  the  book  of 
exhibits.) 

MR.  HUGHES :  I  also  offer  report  of  examination  by  the  De- 
partment of  the  Provident  Savings  Life  Assurance  Society  under 
date  of  October  19,  1897. 

(Report  marked  Exhibit  1,000  and  will  be  found  in  the  book  of 
exhibits.) 

MR.  HUGHES :  I  offer  in  evidence  statement  of  syndicate 
schedule  of  participations  of  the  Metropolitan  Life  Insurance  Com- 
pany, being  Exhibit  350,  for  identification. 

(Paper  marked  Exhibit  1,001  and  will  be  found  in  the  book  of 
exhibits. ) 

MR.  HUGHES :  I  offer  in  evidence  statement  of  the  rentals 
and  expenses  of  the  Metropolitan  Life  Insurance  Society. 

(Paper  marked  Exhibit  1,002  and  will  be  found  in  the  book  of 
exhibits. ) 

MR.  HUGHES :  I  offer  in  evidence  statement  of  the  expenses 
for  examinations  of  the  Insurance  Department  incurred  by  the 
Metropolitan  Life  Insurance  Company. 
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(Paper  marked  Exhibit  1,003  and  will  be  found  in  the  book  of 
exhibits.) 

MR.  HUGHES :  I  offer  in  evidence  statement  of  November  7, 
1905,  as  to  lapses,  etc.,  in  the  Metropolitan  Life  Insurance  Com- 
pany. 

(Paper  marked  Exhibit  1,004  and  will  be  found  in  the  book  of 
exhibits.) 

A'lR.  HUGHES :  I  oiifer  in  evidence  statement  of  insurance  in 
force  of  the  Metropolitan  Life  Insurance  Company. 

(Paper  marked  Exhibit  1,005  and  will  be  found  in  the  book  of 
exhibits. ) 

MR.  HUGHES:  I  offer  in  evidence  statement  of  additional 
benefits  and  cash  dividends  on  regular  industrial  policies  of  the 
Prudential  Company,  being  Exhibit  688  for  identification. 

(Paper  marked  Exhibit  1,006  and  will  be  found  in  the  book  of 
exhibits. ) 

MR.  HUGHES  :  I  offer  in  evidence  statement  of  certain  correc- 
tions in  testimony  given  by  officers  of  the  Home  Life  Insurance 
Company  (which  will  appear  later,  then  being  marked  as  Exhibit 
1,007  in  the  book  of  exhibits). 

MR.  HUGHES :  I  oflfer  in  evidence  statement  of  payments  made 
to  individuals  by  the  Mutual  Life  Insurance  Company  of  New 
York  in  connection  with  advertising. 
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(Paper  marked  Exhibit  i,oo8.) 

(Exhibit  i,oo8  will  be  found  in  the  book  of  exhibits.) 

MR.  HUGHES :  I  offer  in  evidence  statements  of  payments 
made  by  the  New  York  Life  Insurance  Company  to  insurance 
journals,  1900  to  1905  inclusive. 

THE  CHAIRMAN:  Are  there  any  payments  there  made  ap- 
parently except  to  insurance  journals  for  reports? 

MR.  HUGHES  :  These  statements  are  annual  reports,  subscrip- 
tions, statements,  notices,  pamphlets,  etc.,  the  certain  number  of 
copies  in  particular  cases  and  in  special  cases  special  services. 

THE  CHAIRMAN :  I  notice  they  are  very  voluminous,  and  it 
might  not  be  necessary  to  read  them. 

MR.  HUGHES:  I  will  read;  instead  of  offering  the  whole 
sheets  in  evidence  I  will  offer  such  payments  as  appears  to  be 
made  to  individuals. 

P.  J.  Hanway,  Vigilant,  N.  Y.,  annual  report  one  page  once, 
$100,  services,  $200;  5,000  copies  issued  January  31,  1900, 
wrapped  and  mailed,  $1,026;  1,000  copies  issued  February  28, 
$200;  500  copies  issued  May  31,  $100. 

P.  J.  Hanway,  Vigilant,  N.  Y.     Special  services,  $300. 

I  am  informed  by  the  representatives  of  the  New  York  Life  In- 
surance Company  that  these  are  the  only  payments  in  that  year  to 
individuals.  C.  D.  Lakey,  1901,  special  services  January  i  to  July 
I,  1901  (check  to  Charles  D.  Lakey,  $300.)  P.  J.  Hanway,  Vigi- 
lant, nothing  in  1901. 


6350 


Testimony  of  Miles  M.  Dawson 

1902.  Special  services,  July  i,  1901,  to  January  i,  1902,  check 
to  S.  D.  Lakey,  Cranford,  New  Jersey,  $300;  special  services, 
January  i,  1902,  to  July  i,  1902,  check  to  S.  D.  Lakey,  Cranford, 
N.  J.,  $300. 

1903.  Vigilant.  Special  services  February  2,  1903,  $200;  ditto 
April  2,  1903,  $200;  expense  by  order  of  president,  September  25, 
$250. 

1904.  Special  services  from  July  i,  1903,  $300;  special  services 
from  January  i,  1904,  to  December  31,  1904,  $300. 

THE  CHAIRMAN :  Who  was  that  last  to  ? 

MR.  HUGHES :  It  does  not  appear.  It  is  under  the  head  of 
Vigilant,  as  they  are  doubtless  items  of  the  same  nature. 

P.  J.  Hanway,  special  services  rendered,  $2,200;  expenses  in- 
curred by  direction  of  president,  $250. 

I  also  offer  in  evidence  statement  furnished  by  the  New  York 
Life  Insurance  Company,  payments  made  to  E.  Riggs,  special 
work  in  connection  with  newspaper  advertising,  1900  to  1905,  both 
inclusive. 

Statement  marked  Exhibit  1,009,  ^^'^  ^^^'^  i"  evidence  by  Mr. 
Hughes. 

MR.  McKEEN :  It  is  proper  to  state  upon  the  record  that  it  was 
the  purpose  of  counsel  under  the  general  instructions  of  the  com- 
mittee, and  within  the  scope  of  the  resolution,  to  ask  the  presence 
of  all  officers  of  companies  doing  business  in  this  State  not  here  in- 
corporated, and  with  a  view  to  that^-with  a  view  to  expedite  their 
examination,  the  chairman  requested  from  those  companies  very 
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full  documentary  statements  covering  many  points  within  the  scope 
of  the  inquiry. 

The  companies  responded  and  professed  a  desire  to  attend  at 
whatever  time  the  committee  require  their  presence ;  and  it  is  due 
many  of  the  companies  incorporated  in  other  States  to  say  that  they 
expressed  a  very  ardent  desire  to  have  an  opportunity  to  be  sub- 
jected to  the  same  degree  of  investigation  that  has  been  meted  out 
to  the  companies  incorporated  here.  In  view,  however,  of  the 
limitations  upon  the  time  it  has  been  impossible  to  proceed  with  the 
oral  examination  of  officers  of  companies  other  than  those  incor- 
porated in  this  State,  with  the  exception  of  the  Prudential,  of  New 
Jersey,  and  with  the  exception  that  at  the  outset  of  the  inquiry  the 
officers  of  several  of  the  companies  incorporated  in  other  States 
were  orally  examined  simply  as  to  the  method  of  organization  of 
those  companies.  They  have,  however,  as  I  said,  transmitted  pur- 
•suant  to  the  request  of  the  committee  a  vast  amount  of  docu- 
mentary information,  and  the  same  limit  of  time  has  made  it  im- 
possible to  read  upon  the  record  the  statements  furnished  by  them, 
although  many  of  them  are  pertinent.  And  the  counsel  to  the 
committee  have  concluded  that  the  only  available  thing  to  do  is  to 
enter  upon  the  record  that  it  may  be  transmitted  by  your  com- 
mittee to  the  Legislature  for  the  information  of  the  Legislature 
abstracts  of  the  information  thus  furnished. 

With  that  preliminary  statement  I  present  to  the  committee  such 
an  abstract  and  suggest  that  an  entry  accordingly  be  made  upon  the 
record.  There  are  one  or  two  matters  of  very  general  interest 
touching  upon  very  broad  phases  of  the  inquiry  which,  if  the  com- 
mittee desire,  perhaps  may  briefly  be  orally  read,  although  they  are 
contained  in  the  record  that  will  be  handed  to  the  stenographer. 
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THE  CHAIRMAN :  Do  I  understand  that  it  is  the  purpose  to 
not  embody  the  entire  statements  furnished  by  those  companies  in 
the  record  at  all  ? 

MR.  McKEEN :  It  has  been  thought  utterly  impossible,  sir. 
For  example,  several  of  the  companies  in  responding  to  the  request 
of  the  chairman  transmitted  to  New  York  their  entire  original 
records.  They  possibly  misapprehended  the  scope  of  the  request, 
for  they  sent  here  cart  loads  of  original  records.  Of  course  it 
would  be  quite  impossible  to  make  a  complete  entry  upon  the  rec- 
ord ;  and  this  is  put  upon  the  record  not  properly  as  evidence,  but 
as  in  the  nature  of  a  statement  coming  from  counsel  to  the  com- 
mittee of  the  nature  of  the  information  furnished. 

THE  CHAIRMAN  :  I  see. 

MR.  McKEEN  :  Now,  it  occurs  to  me  that  if  the  sessions  of  the 
committee  hold  out  at  this  late  hour,  it  is  proper  to  read  one  or  two 
of  the  extracts  from  this  abstract. 

THE  CHAIRMAN :  The  committee  would  like  to  adjourn  by 
five  o'clock. 

MR.  McKEEN :  I  won't  take  that  time,  sir.  For  example,  it 
appears  in  answer  to  the  request  made  upon  the  Provident  Life 
and  Trust  Company,  of  Philadelphia,  among  other  things,  they 
were  requested  to  state  whether  or  not  they  had  made  campaign 
contributions,  and  the  company  have  transmitted  this  action  in  that 
regard : 
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At  a  special  meeting  of  the  Board  of  Directors,  held  on  the  2/;th 
day  of  the  eighth  month,  1896,  the  following  resolution  was 
adopted : 

The  officers  of  the  company  are  authorized  to  contribute  to  the 
National  Committees  of  the  Republican  Party  and  of  the  Sound 
Money  Wing  of  the  Democratic  Party,  and  to  such  other  agencies 
as  the  officers  may  approve,  such  sums  as  they  may  deem  best,  not 
exceeding  $25,000  in  the  aggregate,  for  the  distribution  of  Sound 
Money  literature,  and  for  paying  the  expenses  of  public  speakers 
on  the  Sound  Money  Cause. 

In  accordance  with  the  above  resolution  the  company  made  the 
following  payments  in  1896,  amounting  to  $13,850: 

1896. 

7  Mo.  30  Contributions    to    Sound    Money    League    of 

Pennsylvania   $250 

8  Mo.  20  Postage  to  be  used  by  Republican  State  Com- 

mittee in  mailing  Sound  Money  literature.  .        500 
28  Pennsylvania     State     Committee     of     Sound 
Money,  Democratic  Party,  for  dissemination 

of  Sound  Money  doctrines 1,000 

28  National  Committee  of  Sound  Money,  Demo- 
cratic Party,  for  dissemination  of  Sound 
Money  doctrines   1,000 

9  Mo.     2  Republican  National  Committee  for  dissemi- 

nation of  Sound  Money  doctrines 10,000 

24  Donation  to  Stilwell's  Lecture  Fund  for  Sound 

Money   cq 

10  Mo.     2  Postage  to  be  used  by  Republican  State  Com- 
mittee in  mailing  Sound  Money  literature.  .        500 
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8  C.  C.  Harrison,  for  use  Republican  Congres- 
sional Committee,  Washington,  D.  C,  for 
account  General  James  A.  Walker's  District.       200 

15  Sig.    Steiner,    for    promulgation    of    Sound 

Money  doctrines  in  Alabama 50 

19  Union    League    Club,    for    dissemination    of 

Sound  Money  ideas lOO 

19  Contribution  to  Republican  Campaign  Com- 
mittee for  Sound  Money  doctrines  in 
Twentieth  Ward lOO 

23  Contribution  for  Sound  Money  cause,  Henry 

C.  Morse,  Wilmington,  Delaware 100 

$13,860 
The  company  have  also,  and  all  these  companies  have  furnished 
itemized  statements  of  all  items  paid  for  legislative  services  which 
will  be  entered  upon  the  record,  and  which  time  forbids  me  read- 
ing. It  is  proper  to  state  in  connection  with  the  company  making 
the  contributions  just  read  that  it  is  both  a  trust  company  and  a 
life  insurance  company,  and  the  two  businesses  being  combined 
and  but  to  a  certain  extent  carried  on  separately.  That  company 
also  furnished  a  schedule  showing  participations  in  a  great  number 
of  syndicates,  and  some  individual  participations  by  the  president 
in  the  same  syndicates  in  which  the  company  took  participations, 
and  this  special  minute  is  furnished  by  the  company  in  that  con- 
nection. 

In  the  year  1893  the  Reading  Railroad  failed. 
In  the  year  1894  a  reorganization  committee  was  appointed,  of 
which  Mr.  Shipley  was  made  a  member  mainly  through  the  in- 
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fluence  of  Mr.  Anthony  J.  Drexel,  Mr.  John  Lawber  Walsh  and 
Samuel  Dickson,  Esq. 

After  a  year  and  a  half,  or  about  that  time,  a  plan  of  reorganiza- 
tion was  proposed  by  it,  which  was  finally  consented  to  by  the 
holders  of  the  Reading  securities,  and  the  new  company  was  or- 
ganized as  a  result. 

The  members  of  the  reorganization  committee  under  the  plan 
were  awarded  a  substantial  fee  as  compensation  for  their  work. 
They  were  also  awarded  a  share  in  a  syndicate  which  was  in- 
tended to  raise  some  millions  of  dollars  by  the  sale  of  certain  pre- 
ferred and  common  stock  and  certain  bonds  of  the  new  company. 

Believing  that  the  moving  cause  of  his  appointment  had  been  in 
large  measure  the  fact  that  he  was  president  of  The  Provident  Life 
and  Trust  Company,  and  knowing  that  he  had  taken  a  large 
amount  of  time  from  the  affairs  of  the  company  to  serve  in  the 
capacity  of  manager,  Mr.  Shipley  thought  it  proper  to  hand  over 
the  share  in  the  syndicate  to  the  Provident  Life  and  Trust  Com- 
pany. This  was  done.  They  took  the  securities  and  paid  for 
them  the  sum  of  $203,000.  In  the  course  of  two  years  they  realized 
a  profit  of  $153,000. 

Another  Philadelphia  company  making  campaign  contributions 
furnishes  the  following  memoranda : 

The  president  stated  that  in  view  of  the  present  financial  condi- 
tion of  this  company,  and  also  in  view  of  the  possible  election  of  a 
President  of  the  United  States  of  America,  who  advocated  and  en- 
dorsed an  unsound  money  standard  and  the  free  coinage  of  sil- 
ver, he  had  called  a  meeting  of  the  finance,  the  claims  and  trustees 
representing  other  committees,  to  consider  the  state  of  public  af- 
fairs and  their  bearing  upon  this  corporation. 
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He  said  at  that  meeting  Charles  C.  Harrison,  LL.  D.,  Provost 
of  the  University  of  Pennsylvania,  had  been  invited  to  be  present 
and  that  Mr.  Harrison  had  given  to  the  trustees  his  view  on  the 
public  situation. 

The  secretary  and  treasurer  then  read  the  minutes  of  the  meet- 
ing above  referred  to,  and  as  will  be  found  reported  in  the  minute 
book  of  the  committee  on  claims,  under  date  August  2y,  1896. 

The  result  of  that  meeting  was  the  unanimous  adoption  upon  a 
call  of  the  yeas  and  nays  of  a  resolution  of  which  the  following  is 
a  copy,  to  wit : 

Resolved,  That  this  special  meeting,  composed  of  members  of 
the  finance,  claims  and  agencies  committees,  recommends  to  the 
Board  of  Trustees  at  a  special  meeting  to  be  held  at  the  home  of- 
fice on  Monday,  August  31,  1896,  at  3.30  P.  M.,  that  this  com- 
pany mafces  a  contribution  of  ten  thousand  ($10,000.00)  dollars 
to  the  National  Republican  Campaign  Committee. 

The  president  stated  further  that  due  notice  has  been  sent  to  the 
trustees  and  that  letters  of  full  explanation  have  been  written  by 
the  secretary  and  treastirer  to  Messrs.  Plympton  &  Miller,  and  by 
himself  to  Mr.  Pyle ;  that  replies  have  been  received  from  Messrs. 
Plympton  &  Miller,  and  as  said  trustees  were  not  present,  it  was 
but  fair  that  their  letters  should  be  read  to  the  board,  whereupon 
the  letters  were  read  to  the  trustees. 

The  following  was  the  substance  of  Mr.  Pl3aTipton's  letters : 

He  desires  as  earnestly  as  any  or  all  the  trustees,  the  election  of 
the  Republican  National  ticket  in  November  next. 

He  had  personally  contributed  to  that  end,  but  could  not  see  his 
way  clear  to  contribute  from  the  funds  of  the  company  as  recom- 
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mended,  as  he  was  in  doubt  as  to  mingling-  politics  with  business. 
He  expressed  absolute  confidence,  however,  in  the  board  to  deal 
with  the  question,  and  was  willing  to  accept  its  judgment. 

Dr.  Miller  wrote  that  the  state  of  his  health  did  not  permit  him 
to  be  present.  That  he  was  heartily  in  accord  with  the  movement, 
but  did  not  approve  of  donating  any  part  of  the  company's  funds 
for  any  other  purpose  than  that  contemplated  in  the  charter.  In 
his  opinion  the  trustees  have  no  right  to  do  so — the  company  being 
mutual — stock  companies  and  banks  are  different  and  their  prompt 
and  liberal  action  is  to  be  recommended. 

Personally  he  is  working  as  hard  as  his  health  will  permit  to 
make  converts  for  honest  money. 

The  president  stated  that  Mr.  Roland  had  called  at  the  home 
office,  expressed  his  opinion  in  favor  of  the  appropriation  as  recom- 
mended, and  desired  to  be  recorded  in  that  way. 

At  the  request  of  the  president,  the  secretary  and  treasurer  then 
read  the  following  extracts  from  the  general  minutes,  to  wit : 

At  a  special  meeting  of  the  Penn  Mutual  Life  Insurance  Com- 
pany, held  April  22,  1861,  three  days  after  the  Massachusetts 
troops  were  fired  on  in  passing  through  Baltimore,  the  following 
resolution  was  passed : 

There  were  twelve  trustees  present  at  the  meeting,  one  of  whom, 
Mr.  James  O.  Pease,  is  a  member  of  our  present  board. 

The  assets  of  the  company  January  i,  1861,  were  $1,078,000.00. 

The  resolutions  were  ordered  to  be  pubHshed  April  22,  1861. 

Then  follows  the  record  of  the  campaign  contribution  made  in 
1861,  and  after  a  full  debate  fully  entered  upon  the  records  the 
motion  was  unanimously  carried  making  the  appropriation  in  1896, 
said  to  be  the  only  campaign  contribution  made  by  that  company. 
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As  before  stated,  I  see  no  reason  to  read  further  from  this  ab- 
stract. 

THE  CHAIRMAN:  The  abstract  will  be  entered  upon  our 
records. 

(The  remainder  of  the  abstract  referred  to  by  Mr.  McKeen  will 
be  found  at  the  close  of  this  day's  session.) 

MILES  M.  DAWSON,  resumed: 

BY  MR.  HUGHES : 

Q.  Referring  to  the  out  of  State  companies,  is  this  a  statement 
of  the  amounts  for  policies  with  accumulated  surplus  periods  of 
twenty  years  furnished  by  the  Penn  Mutual?  A.  This  is  a  state- 
ment showing  the  way  in  which  they  kept  accounts  with  deferred 
dividend  policyholders — individual  accounts. 

MR.  HUGHES  :  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  No.  i,oio  and  will  be  found  in  the  book 
of  Exhibits.) 

Q.  Is  this  a  statement  of  the  manner  in  which  individual  ac- 
counts are  kept  with  the  deferred  dividend  policyholders  of  the 
Northwestern  Mutual  Life  Insurance  Company  ?  A.  A  statement 
furnished  by  the  company,  yes,  sir. 

MR.  HUGHES :  I  oflEer  it  in  evidence. 

(Paper  marked  Exhibit  No.  i,oii,  and  will  be  found  in  the 
Book  of  Exhibits.) 
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Q.  Is  this  a  statement  of  a  specimen  card  of  the  Northwestern 
showing  the  account  of  such  a  policy  ?     A.  It  is. 

MR.  HUGHES :  I  offer  it  in  evidence. 

(Card  marked  Exhibit  No.  1,012,  and  will  be  found  in  the  Book 
of  Exhibits.) 

Q.  Recurring  to  New  York  companies,  is  this  the  Metropolitan 
mortality  table  furnished  by  the  company?  A.  Yes,  sir,  it  is  the 
mortality  table  testified  to  by  Mr.  Craig,  drawn  from  the  experi- 
ence of  their  industrial  business — Mr.  Craig  is  actuary  of  the  Met- 
ropolitan. 

MR.  HUGHES  :  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  No.  1,013,  and  will  be  found  in  the  Book 
of  Exhibits.) 

Q.  Is  this  a  statement  of  the  annual  dividends  of  the  Mutual 
Life  Insurance  Company,  1885,  1890,  1895  and  1905,  on  policies 
of  a  thousand  dollars  issued  at  age  thirty-five?  A.  It  is,  furnished 
by  the  company. 

MR.  HUGHES :  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  No.  1,014,  ^^^d  will  be  found  in  the  Book 
of  Exhibits.) 

Q.  Is  this  a  statement  of  the  annual  dividends  which  the  New 
York  Life  Insurance  Company  figures  at  age  forty  as  paid  in  1885, 
1890  and  1905?    A.  It  is. 
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MR.  HUGHES :  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  1,015,  and  will  be  found  in  the  Book  of 
Exhibits.) 

(Exhibits  Nos.  1016  to  1028,  inclusive,  offered  in  evidence  and 
will  be  found  in  the  Book  of  Exhibits.) 

MR.  HUGHES :  That,  Mr.  Chairman,  completes  the  evidence 
■which  counsel  are  prepared  to  offer  to  the  committee. 

THE  CHAIRMAN :  Is  there  any  more  evidence  to  be  brought 
before  the  committee,  or  any  further  business  before  adjournment? 
Well,  Mr.  Hughes  and  Mr.  Keen  and  Mr.  Fleming,  the  committee 
feel  as  if  in  expressing  their  thanks  to  those  who  have  been  of  as- 
sistance to  us,  their  first  thanks  are  due  to  the  very  prolonged  labor 
and  very  able  way  in  which  you  have  performed  the  labor  that  has 
been  incident  to  this  long  and  arduous  investigation.  This  is  the 
fifty-seventh  hearing.  It  began  on  September  6,  and  we  have,  in- 
cluding Sundays  and  holidays  and  the  recesses  caused  by  the  death 
of  Mr.  Sackett  and  Senator  Ambler,  and  the  late  Speaker  Nixon, 
sat  upon  an  average  every  other  day  since  the  first  hearing  began, 
something  which,  looking  back  at,  it  seems  now  even  in  retrospect 
to  have  been  Herculean  when  performed  by  counsel,  who  even 
working  night  and  day,  were  hampered  by  many  things  and  neces- 
sarily put  to  great  effort  to  perform  such  a  task.  The  committee 
desires  to  express  its  cordial  thanks  to  President  Ahearn,  of  the 
Borough  of  Manhattan,  and  his  secretary,  Mr.  Downing,  as  well 
as  to  the  administration  here  in  New  York,  and  particularly  the  of- 
ficers and  attendants  who  have  had  charge  of  the  rooms  we  have 
occupied,  for  the  many,  many  courtesies  they  have  shown  us  and 
the  hospitality  and  genuine  good  will  that  has  been  exhibited  to  us 
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at  all  times.  They  have  inconvenienced  themselves  time  and  time 
again  to  meet  the  convenience  of  this  committee  and  enable  these 
hearings  to  proceed  without  interruption,  and  the  committee  is 
deeply  grateful  for  the  many  favors  that  have  been  conferred  by 
them,  and  desires  to  thank  them. 

To  our  friends  of  the  press  I  suppose  I  need  not  say  what  we 
often  have  during  our  session,  that  we  have  at  all  times  been  mind- 
ful that  we  were  receiving  from  them  the  most  courteous  treat- 
ment, and  exceedingly  honorable  treatment,  and  we  are  glad  to  add 
to  our  information  of  the  newspaper  men  of  Albany  that  which  we 
have  acquired  of  the  newspaper  men  in  New  York  City. 

As  a  fraternity,  they  seem  to  be  made  up  of  men  of  rather  high 
ideals,  and  of  very  generous  dispositions  and  inclined  to  be  fair 
beyond  question. 

I  must  not  cease  without  speaking  of  the  work  of  our  consult- 
ing actuary,  Mr.  Dawson,  and  of  the  very  valuable  services  which 
have  been  rendered  to  us  by  Mr.  Scudder,  who,  upon  matters  of 
valuation  of  securities  and  finances,  and  information  relative  to 
financial  transactions,  has  been  of  the  greatest  value  to  us  from  a 
time  before  the  investigations  actively  begun. 

Mr.  Hughes,  or  Mr.  McKeen,  have  you  anything  further  to  say 
before  we  take  our  adjournment? 

The  committee  will  meet  immediately  in  the  anteroom  adjom- 
ing  in  exectitive  session,  and  unless  a  special  meeting  should  be 
called  by  some  exigency  or  emergency  of  which  we  are  now  un- 
aware, the  committee  will  stand  adjourned. 

Adjourned. 
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OF  i\IONTPELIER,  VERMONT. 

This  company  has  compHed  with  the  request  of  the  committee 
and  has  furnished  documentary  information  as  follows : 

Minutes  of  Finance  Committee,  8  volumes  (original  documents 
returned  to  company). 
Seven  Rate  Books. 
By-Laws. 

List  of  legal  expenses. 
Minutes  of  Directors'  meetings. 
Minutes  of  annual  meetings. 
Monthly  bank  balances. 
List  of  securities. 

Addition  to  gain  and  loss  exhibit. 
General  agents'  contract. 
Statement  as  to  commissions. 
Expenses  of  first  year. 
Statement  of  mortgage  loans. 
Statement  of  bonds. 
Statement  of  collateral  loans. 
Also  bound  volume  containing  statement  of  bonds. 
Collateral  notes;  real  estate  mortgages  (returned  to  company). 

The  minutes  of  the  directors'  meetings  and  of  the  meetings 
of  the  Finance  Committee  contain  what  appear  to  be  very  full 
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records  of  all  proceedings,  and  it  appears  from  these  minutes 
that  the  Finance  Committee  passed  in  detail  upon  all  investments 
made  by  the  cdmpany. 

All  legal  expenses  of  the  company  for  the  past  lo  years  have 
"been  itemized,  showing  to  whom  the  payments  were  made  and  for 
Tvhat  purpose  in  every  case.     The  total  legal  expenses 

For  1895  were $838.55 

For  1896  were    1,027.33 

For  1897  were 5,921.19 

For  1898  were 3,983.89 

For  1899  were 4,109.00 

For  1900  were   ' 6,557.32 

For  1901  were    5,749.40 

For  1902  were    481.21 

For  1903  were    2,630.13 

For  1904  were   6,936.24 

For  1905  were    5,901.03 

(Going  to  November  nth.) 

Note:  This  year  (1902)  it  appears  that  the  legal  expenses 
were  reduced  by  the  recovery  of  a  large  bill  of  costs,  which  was 
credited  by  the  company  against  its  payments  of  legal  expenses 
•of  that  year  in  arriving  at  this  low  figure. 

In  the  letter  of  the  president  the  following  explanations  are 
made  as  to  the  failure  to  supply  two  items  required  by  the  com- 
mittee. 

We  do  not  supply  a  list  of  syndicate  agreements  for  ten  years 
last  past,  because  none  have  been  made  by  any  officer  of  the 
company,  or  by  the  company  at  any  time. 
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We  do  not  supply  a  list  of  contributions  to  political  campaign 
funds,  or  of  payments  in  connection  with  legislation  in  any  State 
for  ten  years  past,  because  none  have  been  made  by  the  company 
at  any  time  for  either  purpose. 

Minutes  have  been  furnished  of  annual  meetings  of  directors 
for  the  past  ten  years,  from  which  it  appears  that  these  were  held 
pursuant  to  published  notice ;  that  the  total  number  of  votes  cast 
ranged  from  140  votes  to  not  exceeding  200,  so  far  as  recorded. 
As  a  rule,  the  number  of  policyholders  voting  is  not  stated,  and 
there  appear  to  have  been  no  contested  elections. 

The  company  have  submitted  copies  of  its  contracts  with  gen- 
eral agents,  which  show  rates  of  commission  graded  down  from 
60  per  cent,  in  certain  forms  of  policies,  with  20  year  distribu- 
tion profits,  to  45  per  cent,  maximum  on  the  same  policies  with 
annual  dividends,  and  35  per  cent,  maximum  upon  the  same  pol- 
icies non-participating,  the  renewal  commissions  being  y\  per 
cent,  on  participating  forms  and  5  per  cent,  on  non-participating 
forms.  Renewal  commissions  are  payable  during  the  life  of  the 
policies,  unless  the  agent's  contract  is  terminated,  in  which  case 
they  are  payable  for  five  years  thereafter. 

The  company  also  allows  for  the  maintenance  of  offices  some- 
times definite  amounts,  sometimes  additional  commissions  and 
sometimes  both.  The  additional  commissions  range  from  10  to 
20  per  cent,  on  the  first  premium,  bringing  the  total  allowance 
up  to  from  70  to  85  per  cent.  These  allowances  are  not  charged 
against  renewal  commissions.  The  statement  by  the  second  vice- 
president  in  charge  of  agencies  concerning  this  is  as  follows : 

If  all  the  expense  allowances  granted  be  computed  on  the  paid 
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new  premiums,  whether  the  expense  allowances  are  on  the  flat  al- 
lowance basis  or  the  percentage  basis,  the  actual  results  would 
show  for  the  years  1903  and  1904  as  follows : 

1903.  Paid  new  premiums,  $697,778.14;  average  first  commis- 
sions, 57.85  per  cent. ;  average  expense  per  cent,  allowance,  20.70 ; 
total  commissions  and  average  expense  allowance,  78.55. 

1904.  Paid  new  premiums,  $778,139.80;  average  first  commis- 
sions, 57.10  per  cent. ;  average  per  cent,  expense  allowance,  20.45  '> 
total  commissions  and  average  per  cent,  expense  allowance,  77.55. 

The  following  additional  statements  concerning  first  year's  ex- 
pense are  furnished: 

1903  RECAPITULATION  EXPENSES  CHARGEABLE  TO 
FIRST  PREMIUMS  PAID. 

Agency  expense $41,228.15 

Medical  bills  and  insurance  risks 58,814.98 

Agency  supervision  and  travel 4,019.18 

Agents'  association  meeting  expenses 746.67 

Rate  books,  policy  forms,  etc.,  etc 7,972.09 

Taxes  accrued  on  new  premiums  paid i3>S43-87 

Advances  to  agents  (unsecured) 5,764.56 

Canvassing  literature  and  advertising 21,133.18 

Miscellaneous    5,999.24 

Total  expenses   $i58;327-55 

Commissions  paid 401,690.12 

Grand  total  expenses $550,017.67 

Percentage  to  first  premiums  paid,  80.25  per  cent. 
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1904  RECAPITULATION  EXPENSES  CHARGEABLE  TO 
FIRST  PREMIUMS  PAID. 

Agency  expenses ., $44,755.14 

Medical  fees  and  inspection  of  risks. , 68,165.08 

Agency  supervision  and  travel 5,955- 10 

Rate  books,  policy  forms  and  application  blanks 6,429.96 

Taxes  accrued  on  new  premiums  paid 15,274.88 

Advances  to  agents  (unsecured) 1,858.65 

Canvasing  literature  and  advertising 21,133.18 

Miscellaneous  6,122.87 

Total  expenses $169,694.86 

First  commissions  paid 438,039.25 


Grand  total  expenses , $607,734.11 


Percentage  to  first  premiums  paid,  78.10  per  cent. 

These  statements,  however,  do  not  appear  to  contain  the  allow- 
ances referred  to,  since  the  ratios  are  not  higher  than  the  ratios 
brought  out  by  the  table  showing  the  first  year's  commissions  and 
allowances  only.  The  company  reports  that  15.15  per  cent,  of  its 
outstanding  policies  1904  were  annual  dividend  policies  and  69.68 
per  cent,  were  deferred  dividend  policies. 

The  following  statement  is  given  of  the  method  of  computing 
surplus  for  annual  dividend  and  deferred  dividend  policies. 

The  company  apportioned  dividends  up  to  1892  by  the  percent- 
age method,  but  computed  the  per  cent,  upon  the  whole  life  pre- 
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mium.  In  1892  and  since,  the  so-called  contribution  method  was 
placed  in  use,  which  recognizes  three  factors  of  distribution,  to 
wit :  Vitality  gains,  interest  gains  and  expense  saving.  Factors 
were  adopted  which  would  insure,  it  was  thought,  a  dividend  scale 
that  could  be  maintained  and  thus  provided  a  rising  dividend  and 
admit  of  such  changes  as  experience  might  develop  from  year  to 
year.  In  the  deferred  surplus  groups  the  same  factors  were  made 
use  of  in  professional  accounts  which  have  been  kept,  said  self- 
contribution  being  increased  by  interest  and  credits  for  pro  rata 
shares  of  profits  originated  by  lapses  in  each  class. 

The  company  have  furnished  a  complete  statement  of  then 
monthly  balances  of  cash  in  banks,  trust  companies,  etc.,  on  the 
first  day  of  each  month  from  January  i,  1900,  down  to  November 
20,  1905 ;  also  showing  the  item  of  engagements  against  the  cash 
on  hand,  corresponding  to  each  of  said  dates.  Roughly  averaged, 
the  cash  thus  carried  has  been  considerably  less  than  three-quarters 
of  a  million  dollars,  the  engagements  shown  being  substantially  the 
equivalent  of  the  cash  deposited.  The  company  have  also  fur- 
nished  complete  statements  of  its  securities  held  and  statement!) 
showing  from  whom  all  securities  have  been  purchased.  Invest- 
ments of  this  company  have  been  almost  entirely  in  mortgages  and 
municipal  securities.  The  company  have  also  furnished  a  list  of 
loans  made  on  collateral ;  among  these  appears  a  loan  of  $i6,5CX) 
made  on  the  Lane  Manufacturing  Company  stock  of  Montpelier, 
Vt.,  of  alleged  market  value  of  $47,200.  This  loan  was  paid  in 
full  in  1905.  It  appears  that  on  November  27,  1905,  the  invest- 
ments by  the  company  in  mortgages  were  $13,015,132.13. 
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In  municipal  securities $i3>o33,995-52 

Stocks  owned  by  the  company  December  31,  1904: 

First  National  Bank,  Montpelier,  Vt $23,100.00 

Consolidated  Lighting  Company,  of  Montpelier,  Vt.      299,830.00 
(Sold  during  1905  for  $356,288.33  in  cash,  accord- 
ing to  report  submitted  by  insurance  company.) 
Real   estate  holding,    November   27,    1905,   market 
value  1,022,498.20 

There  were  apparently  no  outstanding  call  loans  at  that  date. 


PROVIDENT  LIFE  &  TRUST   COMPANY.   OF  PHILA- 
DELPHIA. 

This  company,  pursuant  to  the  request  of  the  committee,  havu 
furnished  the  following  documents : 

Copy  of  charter  and  by-laws. 

Copies  of  minutes  of  annual  meetings,  1895-1905,  inclusive. 

Annual  reports  from  twenty-nine  to  forty  inclusive. 

Copies  of  minutes  of  board  of  directors  since  1900. 

Copies  of  minutes  of  committee  of  trust  and  audit,  1901  to  1905. 

List  of  bonds  and  stock  investments. 

List  and  records  of  syndicate  participations. 

Statement  of  cash  balances.     Gain  and  loss  exhibits. 

Statement  first  year  of  insurance. 

Statement  as  to  surrender  values. 

Form  of  agents'  contract  and  statement  concerning  same. 
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List  of  legal  retainers,  1895-1905.  ,' 

List  of  contributions  to  political  campaigns,  etc. 
Minutes  of  board  of  directors,  1905. 
Further  information  syndicate  participations. 
Record  of  collateral  loans. 

The  only  political  contributions  made  appear  to  have  been  in  the 
year  1896.  The  following  is  the  record  of  the  action  of  the  com- 
pany in  that  regard. 

At  a  special  meeting  of  the  Board  of  Directors  of  the  company, 
held  on  the  27th  day  of  eighth  month,  1896,  the  following  resolu- 
tion was  adopted : 

The  officers  of  the  company  were  authorized  to  contribute  to  the 
National  Committee  of  the  Republican  party  and  the  Sound  Money 
Wing  of  the  Democratic  party  and  to  such  other  agencies  as  the 
officers  may  approve,  such  sums  as  they  may  deem  best,  not  ex- 
ceeding $25,000  in  the  aggregate,  for  the  distribution  of  sound 
money  literature,  and  for  paying  the  expenses  of  public  speakers 
on  the  sound  money  cause. 

In  accordance  with  the  above  resolution  the  company  made  the 
following  payments  in  1896,  amounting  to  $13,850. 

1896  y  Mo..  30  Contribution  to  Sound  Money  League 

of  Pennsylvania $250.00 

8  Mo.  20  Postage  to  be  used  by  Republican  State 

Committee  in  mailing  Sound  Money  literature..         500.00 

28  Pennsylvania  State  Committee  of  Sound 
Money,  Democratic  Party,  for  Dissemination 
of  Sound  Money  Doctrines 1,000.00 
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28  National  Committee  of  Sound  Money  Demc 
cratic  Party  for  dissemination  of  Sound 
Money  doctrines 1,000.00 

9  Mo.  2  Republican  Committee,  for  dissemina- 
tion of  Sound  Money  doctrine 10,000.00 

24  Donation  to  Stillwell's  lecture  fund  for  Sound 

Money  SO.OO 

10  Mo.  2  Postage  to  be  used  by  Republican  State 
Committee  in  mailing  Sound  Money  litera- 
ture   500.00 

8  C.  C.  Harrison,  for  use  Republican  Congres- 
sional Committee,  Washington,  D.  C,  for  ac- 
count Gen.  James  A.  Walker's  district 200.00 

15  Sig.  Steiner,  for  promulgation  of  Sound 
Money  doctrines  in  Alabama 50.00 

19  Union  League  Club  for  dissemination  of 
Sound  Money  idea 100.00 

19  Contribution  to  Republican  campaign  Com- 
mittee for  Sound  Money  doctrines  in  the  20th 
Ward 100.00 

23  Contribution  for  Sound  Money  cause,  Henry 

C.  Morse,  Wilmington,  Del 100.00 

$13,850.00 

Beyond  these  payments  made  on  this  special  occasion  for  a  spe- 
cial purpose,  no  contributions  have  ever  been  made  by  this  com- 
pany for  campaign  purposes. 
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PAYMENTS  IN  CONNECTION  WITH  LEGISLATION  IN 

ANY  STATE. 

1/19/97.  For  Legislative  information  and  extra  bul- 
letins, Sessions  1896-1897 $100.00 

4/22/97.     William  M.  Scott,  on  a/c  services  at  Har- 

risburg   500.00 

7/2/97.     Wm.  M.  Scott,  a/c  for  services  at  Harrisburg  490.00 

12/97.  M.  E.  Olmsted,  professional  services  in  rela- 
tion to  bill  entitled  an  "Act  to  Equalize  Taxa- 
tion," etc 500.00 

9/14/97.     R.  B.  Beath,  share  of  legislative  expenses. .  55-0° 

10/15/97.     The   Weekly  Underwriter   for  legislative 

information  and  extra  bulletins,  1897-1898 100.00 

11/16/98.  Weekly  Underwriter  for  legislative  infor- 
mation,  session   1898-1899 100.00 

10/9/99.     W.  M.  Scott,  for  extra  services 500.00 

11/15/99.  The  Weekly  Underwriter,  leg.  informa- 
tion, 1899-1900 100.00 

3/9/1901.     The   Weekly  Underwriter   for   legislative 

information  and  extra  bulletins  during  1900-1901.  100.00 

7/8/1901.  Wm.  Scott,  for  our  share  of  sundry  ex- 
penses in  re-legislation  at  Harrisburg 125.00 

7/8/1901.     M.  E.  Olmsted,  for  our  share  of  sundry 

expenses  in  registration  at  Harrisburg 875.00 

2/6/1902.     Extra  bulletins  Weekly  Underwriter   for 

legislative  information 100.00 

1/10/1903.  The  Weekly  ^Underwriter  legislative  in- 
formation and  extra  bulletins  during  session  1902- 
1903 100.00 
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1/15/1904.  Weekly  Underwriter  legislative  informa- 
tion and  extra  bulletins 100.00 

1/20/1904.  Weekly  Underwriter  legislative  informa- 
tion and  extra  bulletins,  1904-1905 100.00 

4/14/1904.     Wm.  M.  Scott,  for  our  share  of  expenses 

joint  fire  and  life  insurance  committee 250.00 

5/16/1904.  M.  E.  Olmsted,  professional  services  in 
opposition  to  a  bill  entitled  "An  Act  to  Amend," 
etc.  Act  to  provide  revenue  and  approved  June 
27,  1897  7.50000 

Commencing  7/1/1901,  Wm.  M.  Scott  has  been  paid 
$2,000  a  year  for  watching  legislation  at  Harris- 
burg  and  for  services  in  connection  therewith. 

The  Company  furnished  a  list  of  syndicate  arrangements  stat- 
ing any  omission  in  this  return  has  been  from  our  inability  to 
lay  our  hands  on  papers  relating  to  syndicate  agreements  long 
since  closed  out,  and  not  with  any  intention  to  withhold  informa- 
tion from  your  Committee. 

The  following  is  the  list  furnished : 

The  column  "Stock  Account"  means  participation  in  connection 
with  the  Trust  Co.  business.  The  column  "Ins.  a/c"  means  parti- 
cipation in  connection  with  the  life  insurance  branch  of  the  busi- 
ness. 
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THE  PROVIDENT  LIFE  &  TRUST  CO.  OF  PHILADEI^ 
PHIA  SYNDICATE  PARTICIPATIONS. 

(Partial  List.) 

9/23/95.  Erie  Railroad  Co.,  Prior  Lien  4%  bonds ;  Syndicate 
managers,  Harvey  Fiske  &  Sons.  Amount  of  participation  Ins. 
a/c,  $500,000. 

12/95.  Philadelphia  &  Reading  reorganization  (in  name  of 
Samuel  R.  Shipley)  ;  Syndicate  managers,  J.  P.  Morgan  &  Co., 
J.  S.  Morgan  &  Co.,  and  Drexel  &  Co.  Amount  of  participation 
and  Ins.  a/c,  $150,000. 

2/8/97.  Philadelphia  &  Reading  R.  R.  Co.  ist  Consol.  Stamped 
bonds,  extension;  Syndicate  managers,  Drexel  &  Co.  Amount 
of  participation,  Ins.  a/c,  $200,000. 

3/5/97.  Philadelphia  &  Reading  R.  R.  Co.  Imp.  Mtge.  6% 
Bonds,  Extension ;  Syndicate  managers,  Drexel  &  Co. ;  Stock  a/c, 
$200,000;  Ins.  a/c,  $200,000. 

2/1/98.  Kansas  City  (Mo.)  Gas  Co.  5%  bonds;  Syndicate 
managers,  Raymond,  Kerr  &  Co.  Amount  of  participation :  Stock 
Vc.  $75,000;  Insurance  a/c,  $75,000. 

11/98.  Newark  Consolidated  Gas  Co.  5%  bonds;  Syndicate 
managers.  Fidelity  Trust  Co.,  of  Newark,  N.  J.,  and  Raymond, 
Kerr  &  Co.     Amount  of  participation :  Stock  a/c,  $50,000. 

2/17/99-  Philadelphia  Co.  Stock  purchase;  Syndicate  mana- 
gers. Brown  Bros.  &  Co.,  and  Alexander  Brown  &  Sons.  Amount 
of  participation :  Stock  a/c,  $50,000. 
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4/1/99-  Lehigh  Valley  R.  R.  Co.  Car  Trust  Ctfs.,  4%  Series 
C. ;  Syndicate  managers,  Drexel  &  Co.  Amount  of  participatiop : 
Stock  a/c,  $50,000;  Ins.  a/c,  $50,000. 

11/15/99-  Lehigh  Valley  R.  R.  Co.,  Equip.  Ctfs.,  4^%  Series 
D. ;  Syndicate  managers,  Drexel  &  Co.  Amount  of  participation : 
Stock  a/c,  $100,000;  Ins.  a/c,  $100,000. 

1/9/00.  Erie  R.  R.  Co.  Gold  Equip.,  Trust  5%  Series  A.; 
Syndicate  managers,  Drexel  &  Co.  Amount  of  participation: 
Stock  a/c,  $150,000. 

6/1/00.  Southern  Railway  Car  Trust  Ctfs.  4%  Series  A; 
Syndicate  managers,  Drexel  &  Co.  Amount  of  participation :  Ins. 
a/c,  $200,000. 

11/21/00.  Chicago  &  Alton  Rwy.  ist  Lien  3^%  bonds;  Syn- 
dicate managers,  Harvey  Fiske  &  Sons.  Amount  of  participation : 
Ins.  a/c,  $500,000. 

12/20/00.  Erie  Ry.  Co.  Penna.  Coal  purchase ;  Syndicate  man- 
agers, J.  P.  Morgan  &  Co.,  through  Harvey  Fiske  &  Sons. 
Amount  of  participation :  Stock  a/c,  $200,000 ;  Ins.  a/c,  $200,000. 

12/27/00.  Connecticut  Ry.  &  Ltg.  Co.,  50-year  4^%  gold 
bond;  Syndicate  managers,  Ervin  &  Company.  Amount  of  par- 
ticipation :  Stock  a/c,  $50,000. 

i/24/or.  Nassau  Electric  Railway  Co.  Consol.  Mtge.  4%  Gold 
Bonds ;  Syndicate  managers.  Guaranty  Trust  Co.  of  New  York 
and  Haryey  Fiske  &  Sons.  Amount  of  participation :  Stock  a/c, 
$100,000;.  Insurance  a/c,  $100,000. 

1/31/01.  Central  Railway  of  N.  J.,  stock  purchase;  Syndicate 
managers,  J.  P.  Morgan  &  Co.  Amount  of  participation :  Stock 
a/c,  $365,000;  Ins.  a/c,  $200,000. 
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3/  /oi.  St.  Louis  &  San  Francisco  R.  R.  Refunding  4% 
bonds,  $50,000  each  in  individual  names  of  Samuel  R.  Shipley  and 
Asa  S.  Wing  for  Co.'s  a/c ;  Syndicate  managers,  J.  W.  Seligman 
&  Co.  Amount  of  participation :  Stock  a/c ;  $50,000 ;  Ins.  a/c, 
$50,000. 

6/10/01.  Cambria  Steel  Co.;  Syndicate  managers,  Drexel  & 
Co.  Amount  of  participation:  Stock  a/c,  6,250  shares;  Ins.  a/c, 
5,250  shares. 

2/14/02.  Great  Northern  Railway  Co.  Canada  ist  Mtge.  5%  ; 
Syndicate  managers,  Camp,  Mitchell  &  Sorrill.  Amount  of  par- 
ticipation :  Stock  a/s,  $100,000. 

2/17/02.  San  Francisco  Street  Ry. ;  Syndicate  managers, 
Brown  Bros.  &  Co.  Amount  of  participation :  Stock  a/c,  $200,- 
000;  Ins.  a/c,  $200,000. 

3/13/02.  Southern  Railway  Equip.  Trust  4%  Certfs.,  Series 
B. ;  Syndicate  managers,  Drexel  &  Co.  Amount  of  participa- 
tion :  Stock  a/c,  $50,000 ;  Ins.  a/c,  $50,000. 

7/3/02.  Atlantic  Coast  Line  ist  Consol.  Mtge.  50-year  4% 
bonds;  Syndicate  managers.  Brown  Bros.  &  Co.,  Colgate  &  Co., 
and  Vermilye  &  Co.  Amount  of  participation :  Stock  a/c,  $100,- 
000;  Ins.  a/c,  $100,000. 

9/29/02.  Pere  Marquette  R.  R.  Co.  Share;  Syndicate  mana- 
gers, John  F.  Shipley,  Fred  H.  Prince,  and  F.  R.  Pegram.  Amount 
of  participation :  Stock  a/c,  2,500  shares ;  Ins.  a/c,  2,500  shares. 

11/26/02.  Lehigh  Valley  Coal  Co.  5/10  year  5%  gold  bonds; 
Syndicate  managers,  Drexel  &  Co.  Amount  of  participation :  In- 
surance a/c,  $100,000. 
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2/2/03.  Buffalo  &  Susquehanna  Ry.  Co.  4^%  50-year  gold 
bonds;  Syndicate  managers,  Fisk  &  Robinson.  Amooint  of  par- 
ticipation :  Ins.  a/c,  $200,000. 

2/2/03.  Buffalo  &  Susquehanna  Ry.  Co.  stock.  Amount  of 
participation :  Ins.  a/c,  800  shares. 

S/2/04.  City  of  New  York  3^%  gold  bonds ;  Syndicate  man- 
agers, Fisk  &  Robinson.  Amount  of  participation  :  Ins.  a/c,  $826,- 
000. 

5/19/04.  Cincinnati,  Hamilton  &  Dayton  Ry.  stock  purchase; 
Syndicate  managers,  George  W.  Young,  et  al.  Amount  of  par- 
ticipation: Stock  a/c,  1,250  shares;  Ins.  a/c,  1,250  shares. 

10/22/04.  Lehigh  Valley  Ry.  Co.  General  Consol.  Mtge.  4% 
bonds ;  Syndicate  maYiagers,  Drexel  &  Co.,  and  Edward  B.  Smith 
&  Co.     Amount  of  participation :  Ins.  a/c,  $200,000. 

3/15/05.  Market  Street  Elev.  Pass.  Ry.  Co.  ist  Mtge.  50-yr. 
4%  bonds ;  Syndicate  managers,  Drexel  &  Co.  Amount  of  par- 
ticipation :  Ins.  a/c,  $200,000.  1 

3/30/05.  Penna.  R.  R.  Co.  3^%  lo-yr.  gold  Conv.  bonds; 
Syndicate  managers,  J.  P.  Morgan  &  Co.,  and  Kuhn,  Loeb  &  Co. 
Amount  of  participation :  Ins.  a/c,  $228,500. 

4/21/05.  City  of  New  York  3^%  gold  bonds;  Syndicate  man- 
agers, Fisk  &  Robinson.  Amount  of  participation :  Ins.  a/c,  $375,- 
000. 

10/23/05.  Lehigh  Valley  R.  R.  Co.  Co.  Coll.  Trust  4%  gold 
bonds ;  Syndicate  managers,  Drexel  &  Co.  Amount  of  participa- 
tion :  Ins.  a/c,  $100,000. 

The  only  syndicate  agreements  for  the  underwriting,  purchase, 
or  acquisition  of  securities  into  which  the  undersigned  has  entered 
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during  the  past  ten  years,  in  his  own  right  and  for  his  own  profit, 
are  enumerated  in  the  schedule  hereto  annexed.  He  further  states 
that  the  prices  and  terms  thereof  were  precisely  the  same  as  those 
under  which  the  same  securities  were  acquired  by  the  Provident 
Life  &  Trust  Company  under  its  underwriting.  He  further  states 
that  to  the  best  of  his  knowledge  and  belief  no  officer  of  the  Prov- 
ident Life  and  Trust  Company  of  Philadelphia  other  than  himself 
has  had  any  interest  or  participation  in  underwriting  agreements 
of  any  kind  whatever. 

(  Sgd. )     SAM  R.  SHIPLEY. 

3/21/1889.  Emerson,  McMillan  &  Co.,  $10,000.  San  Anto- 
nio Gas,  Elec.  Lt.  and  Street  Ry.  Co. 

1/31/1901.  Drexel  and  Company,  $;;5,ooo.  Reading,  Jersey 
Central  Purchase  Synd. 

9/10/1901.  Drexel  &  Company,  $100,000.  Erie  Car  Trust, 
Series  B. 

7/30/ 1901.  Drexel  and  Company,  $100,000.  Reading  Rail- 
road Equipment,  Ser.  C. 

1/23/ 1 902.  Harvey  Fisk  &  Sons,  $50,000.  Penna.  Coal  Co. 
Syndicate. 

3/12/1902.  Drexel  and  Company,  $50,000.  Southern  Rail- 
way Car  Trust,  Ser.  B. 

2/14/1902.  Great  Northern  Railway  of  Canada,  $100,000. 
Great  Northern  Ry.  of  Canada. 

12/22/1904.  Fisk  and  Robinson,  $50,000,  Buffalo  &  Susque- 
hanna Ry.  Co. 

5/19/1904.  Geo.  W.  Young,  et  al.,  700  shares  Cincinnati, 
Hamilton  &  Dayton  Rwy.  Co.  Stock  Purchase. 
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It  may  be  noted  that  in  the  company's  annual  report  made  to  the 
State  Superintendent  of  Insurance,  December  31st,  1904,  appeared 
an  item  of  Cincinnati,  Hamilton  &  Dayton  Railway  stock,  $125,- 
000,  par  value;  market  value,  $70,312.50. 

This  item  appears  to  have  been  derived  from  one  of  the  syndicate 
participations  of  the  company.  The  statement  furnished  the  Com- 
mittee does  not  show  what  disposition  has  been  made  of  this  stock. 

The  foUoAving  statement  is  made  as  to  the  Philadelphia  and 
Reading  syndicate: 

Statement  of  the  circumstances  under  which  the  share  of  the 
Philadelphia  and  Reading  reorganization  syndicate  awarded  by 
the  Committee  to  Samuel  R.  Shipley,  came  into  the  possession 
of  the  Provident  Life  &  Trust  Co.  of  Philadelphia. 

In  the  year  1893  the  Reading  Railroad  failed. 

In  the  year  1894  a  reorganization  committee  was  appointed  of 
which  Mr.  Shipley  was  made  a  member  mainly  through  the  influ- 
ence of  Mr.  Anthony  J.  Drexel  and  Mr.  John  Lowber  Welsh,  and 
Mr.  Samuel  Dickson. 

After  a  year  and  a  half,  or  about  that  time,  a  plan  of  reorgani- 
zation was  proposed  by  it,  which  was  finally  assented  to  by  the 
holders  of  the  Reading  securities,  and  the  new  company  was  or- 
ganized as  a  result. 

The  members  of  the  reorganization  committee  under  the  plan 
were  awarded  a  substantial  fee  as  compensation  for  their  work. 
They  were  also  awarded  a  share  in  a  syndicate  which  was  in- 
tended to  raise  some  millions  of  dollars  by  the  sale  of  certain  pre- 
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f erred  and  common  stock  and  certain  bonds  of  the  new'i-di  ipany. 
Believing  that  the  moving  cause  of  his  appointment  had  been 
in  a  large  measure  the  fact  that  be  was  President  of  the  Provident 
Life  and  Trust  Company,  and  knowing  that  he  had  taken  a  large 
amount  of  time  from  the  affairs  of  the  company  to  serve  in  the 
capacity  of  manager,  Mr.  Shipley  thought  it  proper  to  band  over 
the  share  in  the  syndicate  to  the  Provident  Life  and  Trust  Com- 
pany. This  was  done.  They  took  the  securities  and  paid  for 
them  the  sum  of  $203,000.  In  the  course  of  two  years  they  real- 
ized a  profit  of  $153,000. 

All  policies.  Annual  Dividends. 

GENERAL  AGENT'S  CONTRACT : 

Commissions,  40% ;  all  forms  except  endowments  maturing  in 
less  than  15  years  for  which  25%,  and  term  policies,  for  which 
35%- 

RENEWAL  COMMISSION: 

Second  year  12^%  all  forms  except  endowments  maturing  in 
less  than  fifteen  years  for  which  7^%. 

Term  policies  7^%.     2nd  and  each  subsequent  year. 

The  Company  adds : 

An  allowance  is  made  to  general  agents  for  rent  and  in  some 
cases  towards  clerk  hire.  Both  allowances  are  small  and  are  at 
the  option  of  the  company.  There  is  also  an  allowance  to  gen- 
eral agents  for  actual  traveling  expenses  incurred  in  appointing 
agents  and  superintending  their  work.  No  extra  commissions, 
bonuses,  salaries  or  guarantees  are  paid. 
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Th'i  .;ompany  under  its  charter  had  the  powers  of  a  trust  com- 
pany and  conducts  a  large  business  as  a  trust  company  in  con- 
nection with  its  life  insurance. 

By  a  supplement  to  the  charter  enacted  by  the  Pennsylvania 
Legislature,  March  12,  1866,  it  was  provided  that  thereafter  every 
policyholder  should  be  entitled  to  one  vote  for  directors  at  each 
annual  election. 

By  a  supplement  to  the  charter  enacted  by  the  Pennsylvania 
Legislature,  February  18,  1869,  it  was  provided  that  all  the  net 
profits  derived  from  the  business  of  life  insurance,  after  deduct- 
ing expenses,  should  be  divide^  pro  rata  among  the  holders  of  the 
policies  equitably  and  ratably  as  the  directors  might  from  time  to 
time  ascertain,  determine  and  report  the  same  for  division. 

This  company  have  furnished  complete  copies  of  the  minutes 
of  their  annual  meetings,  of  the  proceedings  of  the  Board  of  Di- 
rectors and  of  the  standing  committees  for  five  years  and  upwards. 

Minutes  of  the  annual  meetings  show  that  there  were  voted  in 
1895  for  the  directors  then  chosen  429  votes,  and  1,688  shares. 

In  1896  480  votes,  1,792  shares. 

In  1897  248  votes,  777  shares. 

In  1898  542  votes,  2,006  shares. 

In  1899  652  votes,  2,484  shares. 

In  1900  524  votes,  1,880  shares. 

In  1901  544  votes,  2,250  shares. 

In  1902  314  votes,  884  shares. 

In  1903  512  votes,  1.740  shares. 

In  1904  260  votes,  819  shares. 

In  1905  380  votes,  1,292  shares. 
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It  does  not  appear  that  any  of  these  elections  have  been  con- 
tested, but  in  one  or  two  instances  some  of  the  directors  chosen 
received  one  or  more  votes  less  than  the  number  of  votes  as  above 

stated. 

It  appears  by  the  minutes  of  the  Board  of  Directors  that  the 
practice  of  the  company  was  to  receive  and  act  upon  and  to  enter 
in  full  upon  its  minutes,  reports  from  the  sub-committees  and 
trusts  and  audit  from  time  to  time,  and  also  to  receive  and  pass 
upon  from  time  to  time  special  reports  from  the  auditor  of  the 
company  and  also  to  pass  yearly  upon  the  distribution  of  surplus 
among  policyholders  and  also  to  act  in  many  instances  upon  spe- 
cial matters  submitted  by  the  sub-committees  for  action  by  the 
entire  Board  of  Directors.  It  further  appears  that  the  practice 
of  the  Board  of  Directors  was  to  fix  the  salary  list  pursuant  to 
recommendations  made  by  the  President. 

The  minutes  of  the  committee  on  trusts  and  audit  show  that 
this  committee  made  frequent  examination  of  the  securities  of 
the  company,  but  did  not  enter  up  their  items  in  detail,  but  did 
enter  the  aggregate  amounts  with  certification  that  the  aggregate 
corresponded  with  the  book  entries. 

Minutes  of  the  committee  on  finance  and  accounts  show  that 
this  committee  made  weekly  reviews  of  the  cash  book,  but  the  de- 
tails of  the  items  so  reviewed  are  not  carried  into  the  minutes  of 
the  committee. 

The  company  have  furnished  a  complete  list  of  all  legal  retain- 
ers paid  from  January  ist,  1895,  to  the  present  year.  The  nature 
of  the  services  rendered  does  not  appear.  The  total  payments 
for  the  period  mentioned  are  $33,450. 

The  company  have  also  furnished  a  complete  statement  of  av- 
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erage  cash  balances  on  deposit  the  first  of  each  month  for  the  past 
five  years.  These  deposits  are  carried  in  nine  different  banking 
houses,  banks  and  trust  companies,  the  highest  amount  on  deposit 
at  any  one  time  in  the  period  named  is  on  the  ist  of  November, 
1901,  amounting  to  $2,735,660.  The  lowest  amount  is  on  the  ist 
of  November,  1905,  $1,071,900. 

In  this  connection  the  company  states,  by  way  of  explanation, 
that  separate  accounts  are  kept  of  their  stock  and  insurance  cash, 
and  they  say : 

Our  explanation  for  keeping  so  small  a  balance  for  insurance 
account  is,  that  having  the  large  balances  for  other  departments 
of  the  company,  we  have  also  made  a  rule  to  keep  the  insurance 
money  invested  as  closely  as  possible,  so  that  the  insured  may 
have  the  full  benefit  of  having  their  money  closely  invested. 


THE  MINNESOTA  MUTUAL  LIFE  INSURANCE  COM- 
PANY, ST.  PAUL,  MINN. 

This  company  has  furnished  the  following  documentary  infor- 
mation : 

Minutes  of  members  of  meetings  of  board  of  directors. 
List  of  securities. 
Monthly  bank  balances. 
Specimen  agent's  contract. 
List  of  legal  expenses. 

This  company  was  originally  incorporated  as  the  Bankers'  Life 
Association  of  Minnesota.  It  was  originally  an  assessment  com- 
pany.    It  was  reincorporated  as  a  legal  reserve  company  in  Au- 
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o-ust,  1901.  The  trustees  are  chosen  by  the  policyholders,  who 
are  members  of  the  corporation,  voting  in  person  or  by  proxy. 
Minutes  of  the  annual  meetings  since  the  reincorporation  show  that 
at  the  first  meeting,  in  March,  1902,  there  were  represented  in 
person  $68,000  of  poHcies,  voting  68  votes. 

$3,213,500  of  policies  voting  by  proxy,  held  by  the  Board  of 
Trustees,  3,214  votes. 

$1,469,224.68  voting  by  proxy,  held  by  Douglas  Putnam,  Sec- 
retary of  Company,  1,740  votes. 

$6,000,000  of  insurance  voting  by  proxy,  P.  E.  Egan,  making  a 
total  of  votes  in  person  and  by  proxy  of  4,758  votes. 

At  the  annual  election  in  March,  1903,  there  was  a  total  rep- 
resented in  person  and  by  proxy  of  2,071  votes. 

In  March,  1904,  ditto,  2,546  votes. 

In  March,  1905,  ditto,  2,291  votes. 

Minutes  of  the  Board  of  Trustees  show  that  in  general  the 
action  of  the  corporation  in  the  matter  of  investments  and  in  the 
matter  of  administration  is,  to  a  large  extent,  brought  before  the 
full  Board  of  Trustees,  and  the  specific  action  of  the  Board  upon 
various  items  is  entered  at  length.  The  By-Laws  of  the  company 
do  not  provide  for  standing  sub-committees,  the  provision  in 
Article  V.  being : 

"Except  as  herein  otherwise  expressly  provided,  all  of  the 
corporate  powers  of  the  company  shall  be  exercised,  and  the 
amount  of  compensation  of  officers  and  trustees  shall  be  regulated 
by  a  Board  of  Trustees,  and  authority  as  vested  in  the  Board 
of  Trustees  to  appoint  and  delegate  power  and  authority  to  such 
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officers,  servants  and  agents,  as  said  Board  shall  by  resolution  or 
by  by-laws  determine." 

No  minutes  have  been  furnished  or  proceedings  of  any  special 
committees,  the  evident  policy  of  the  company  being  to  have  ma- 
terial matters  of  business  passed  upon  by  the  full  Board  at  its 
monthly  meeting. 

The  company  reports  "no  syndicate,"  saying: 

"There  never  has  been  a  syndicate  agreement  of  any  kind  what- 
soever entered  into  by  the  company  or  any  officer  or  officers  there- 
of, or  by  any  trustee  or  trustees  thereof,  directly  or  indirectly,  re- 
lating either  to  the  underwriting  or  purchase  or  acquisition  in 
any  form  or  manner  of  any  security  or  securities  whatsoever  dur- 
ing the  past  ten  years  or  prior  thereto." 

Of  a  total  business  December  31st,  1894,  aggregating  $24,808,- 
752,  all  except  $1,017,749,  which  was  non-participating,  is  deferred 
dividend. 

The  President  says  :     "No  campaign  contributions,"  as  follows : 

"No  funds  of  this  company  have  ever  been  used,  directly  or 
indirectly,  in  the  way  of  contribution  to  any  political  campaign 
fund  or  funds,  or  in  support  of  any  political  party  or  individual 
candidates  or  candidate." 

Legislative  payments : 

1899 ' $15.00 

1901 3,000.00 

1903 16,000.00 

1905 900.00 

All  except  first  item,  being  paid  to  the  general  counsel  of  the 
company. 
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PRESBYTERIAN  MINISTERS'  FUND. 

This  company  excites  interest  as  being  the  oldest  Hfe  insurance 
company  in  the  United  States,  having  been  originally  incorporated 
and  having  commenced  business  January  nth,  1759.  The  policy 
of  the  company  has  been  limited  as  suggested  by  its  title,  its  total 
admitted  assets,  as  shown  by  last  annual  statement,  being  $2,119,- 
241.12,  and  the  surplus  designated  in  its  reports  as  "unassigned 
funds,"  $491,752.80. 

In  response  to  the  request  of  the  Committee  this  company 
answers  that  they  have  paid  no  legal  retainers  in  the  past  ten 
years,  and  have  made  no  contributions  to  political  campaign  funds, 
and  no  payments  in  connection  with  legislation  in  any  State. 

The  policy  of  the  company  has  been  to  make  investments  to 
some  extent  in  stocks,  but  chiefly  in  mortgages.  A  list  of  their 
investments  is  set  forth  in  full  in  the  last  printed  report  of  the 
State  Superintendent. 

The  other  material  facts,  furnished  in  response  to  the  Com- 
mittee's request,  are  as  follows : 

No  deferred  dividends.  Annual  dividend  policies,  $1,347,500, 
issued  only  since  January  ist,  1903.     All  others  non-participating. 

Method  of  distribution,  contribution  plan. 

Special  dividends  to  non-participating  policyholders,  $75,000  in 
1904,  and  $75,000  in  1905,  in  addition  to  policies. 

Commissions : 

Premiums,  20  or  more,  50%. 

Premium,  15,  30%.     Premium,  10,  20%. 

No  renewal  commission.    No  allowances. 
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RELIANCE  LIFE  INSURANCE  COMPANY  OF  PITTS- 
BURG, PA. 

This  company  pursuant  to  the  request  of  the  committee  fur- 
nished the  following  documents : 
Rate  book, 

Memorandum  concerning  legal  services. 
Expenses, 

Statement  concerning  syndicate  agreement. 
Statement   of   bonds   loaned, 
Eank  balances, 
Application  for  charter, 
Minutes  of  meetings  of  stockholders. 
Minutes  of  meetings  of  directors. 
Minutes  Finance  Committee, 
Annual  dividends. 
Rate  book, 
Managers'  contracts, 
By-laws,  2  copies. 

This  is  a  stock  company  incorporated  under  the  General  Law 
of  the  State  of  Pennsylvania.  It  began  business  in  May,  1903. 
It  has  a  capital  stock  of  one  million  dollars. 

The  directors  of  this  company  are  elected  by  the  stockholders, 
policyholders  having  no  participation. 

The  by-laws  provide  for  a  standing  finance  committee.  The 
full  copies  of  the  minutes  of  the  directors  and  of  the  finance  com- 
mittee have  been  furnished.  These  minutes  show  that  salaries 
have  been  fixed  by  the  directors,  and  it  appears  that  the  directors 
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have  acted  upon  the  principal  contracts  made  by  the  company,  al- 
though the  details  of  the  business  are  not  very  fully  recorded  in 
special  instances. 

In  the  minutes  of  May  15th,  1905,  are  entered  in  full  the  loans 
reported  by  the  finance  committee,  and  these  minutes  show  ap- 
proval of  these  loans  by  the  Board  of  Directors.  In  the  minutes 
of  the  finance  committee  the  action  of  that  committee  upon  par- 
ticular items  of  business  appears  to  be  fully  recorded,  including 
specific  investments  authorized. 

It  appears  that  the  company  has  paid  Frank  W.  Smith,  of 
Pittsburg,  a  quarterly  salary  of  $125  for  legal  services,  making  a 
total  since  its  organization  paid  to  Mr.  Smith  of  $875.  To  W.  C. 
Farnsworth,  of  Harrisburg,  a  monthly  salary  of  $250  for  legal 
and  agency  service  from  December  ist,  1903,  to  October  31st, 
1904;  the  total  amount  paid  to  Mr.  Farnsworth  being  $2,750. 

Since  December  31st,  1904,  the  company  has  made  its  additional 
investments  wholly  in  municipal  bonds,  buying  them  for  the  most 
part  from  the  Municipal  &  Corporation  Security  Company  of 
Pittsburg.  It  apparently  has  no  investments  in  steam  railroad 
securities.  About  half  of  its  total  investments  are  in  municipal 
securities,  the  other  half  being  divided  between  electric  street 
railroad  investments  and  the  bonds  of  industrial  companies.  It 
apparently  holds  no  investments  in  stock. 

No  syndicate  agreements,  no  contributions  to  campaign  funds, 
as  appears  by  the  following  affidavit  of  the  President. 

I,  James  H.  Reed,  President  of  the  RELIANCE  LIFE  IN- 
SURANCE COMPANY  OF  PITTSBURG,  being  duly  sworn, 
hereby  declare : 


6388 


Statements  of  Companies  not  Examined. 

First. — That  no  syndicate  agreements  relating  to  the  underwrit- 
ing or  purchase  or  acquisition  of  any  securities  for  or  by  this 
company  have  ever  been  entered  into  by  the  Reliance  Life  Insur- 
ance Company,  or  by  any  officer  of  said  company. 

Second. — That  the  Reliance  Life  Insurance  Company  has  never 
made  any  contributions  to  political  campaign  funds,  or  to  any 
person,  firm  or  corporation  or  organization  for  any  purpose  what- 
soever, and  that  said  company  has  never  made  any  payments  in 
connection  with  legislation  in  any   State. 

JAMES  H.  REED, 

President. 

All  the  business  except  about  $100,000  is  on  the  deferred  divi- 
dend plan ;  the  $100,000  being  on  "guaranteed  dividend"  plan. 

AGENTS'  COMMISSIONS : 

15  and  20  year  distribution 65%  maximum 

10  year  distribution 55% 

Non-participating 50% 

RENEWAL  COMMISSIONS : 

15  and  20  year  distribution:     15%  2d  year,  5%  3d  year,  1570 
4th  year,  7^%  sth  and  6th  years,  5%  thereafter  to  loth  year. 
ID  year  distribution  same,  except  none  after  4th  year. 
Non -participating :     5%  for  three  years. 
Many  contracts  outstanding  at  higher  rates. 

The  following  is  a  statement  furnished  by  the  company  of  bank 
balances  since  its  incorporation : 
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BANK   BALANCES   OF   RELIANCE  LIFE   INSURANCE 
COMPANY  OF  PITTSBURG. 

Bankers'  Deposit 
National  Bank,    Liberty  National    Cassatt  & 

Date  Pittsburg.           Bank,  N.  Y.      Co.,  Phila. 

April  30,  1903 $2,cxx>,ooo.oo 

May  31,  1903 1,992,755.78 

June  30,  1903 1,878,324.85 

July  31,   1903 1,078,435.53 

Aug.  31,  1903 i,o74-,75i.92 

Sept.  30,  1903 1,064,064.20 

Oct.  31,  1903 1,005,213.38 

Nov.  30,  1903 992,484.44 

Dec.  31,  1903 1,017,775.82 

Jan.  31,   1904 1,009,517.12 

Feb.  29,  1904 987,278.28 

Mar.  31,  1904 952,883.30 

April  30,  1904 867,903.95 

May  31,  1904 787,580.39 

June  30,  1904 783,471,85 

July  31,  1904. 778,785.46 

Aug.  31,  1904 708,586.39 

Sept.  30,  1904 704,262.36 

Oct.  31,  1904 674,445.87 

Nov.  30,  1904 608,202.63 

Dec.  31,  1904 538,967.42 

Jan.  31,  1905........  542,596.06 

Feb.  28,  1905 573,591 .23 


6390 


$746.00 

1,265.50 

746.00 

27975 

536.35 

49.88 

213.41 

13.41 

13,41 

227.11 

40.81 

$200.00 

40.81 

35-16 

97.58 

35-i6 

97-58 

239-94 

97.58 

21.96 

97.58 

203.32 

97.58 

244-31 

277.73 

298.22 

2 

98.2 

22 
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Bankers'  Deposit 

National  Bank,    Liberty  National  Cassatt  & 

Date                         Pittsburg.  Bank,  N.  Y.  Co.,  Phila. 

Mar.  31,  1905 572,294.73  193-24 

April  30,  1905 538,004.98  193-24 

May  30,  1905 504,197.50  241.90 

June  30,  1905 216,198.18  254.53 

July  31,  1905 251,650.73  286.48 

Aug.  31,  1905 259,441.63  318.68 

Sept.  30,  1905 157,380.92  318.68 

Oct.  31,  1905 164,352.46  118.68 

UNION   CENTRAL   LIFE   INSURANCE  COMPANY   OF 
CINCINNATI,  OHIO. 

This  company,  pursuant  to  the  request  of  the  Committee,  has 
furnished  the  following  documents: 

Statement  of  cash  bank  balance  for  five  years. 
Report  of  last  examination  by  Ohio  Department.. 
General  agent's  contracts. 
Gain  and  loss  exhibit  additions. 

Statement  concerning  method  of  collecting  annual  and  de- 
ferred dividends. 
Rate  book. 
By-Laws. 

The  company  was  organized  under  the  general  law  of  Ohio 
in  1866  with  a  capital  stock  of  $500,000.  The  Directors  are 
elected  by  the  stockholders.  A  semi-annual  dividend  of  5  per 
cent,  is  payable  to  the  stockholders;  in  addition  thereto,  from  the 
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residue  of  the  profits  arising  from  mutual  business,  dividends  are 
paid  to  policyholders  according  to  the  kind  and  class  of  the 
policy. 

The  company  states  that  they  have  not  participated  in  any 
syndicates ;  that  no  legal  retainers  in  the  ten  years  last  past  have 
been  paid,  except  to  the  company's  regular  counsel,  Maxwell  & 
Ramsey,  who  receive  an  annual  salary  of  $4,500.  They  state 
that  no  contributions  or  payments  have  been  made  to  political 
campaign  funds  and  that  no  payments  in  connection  with  leg- 
islation in  any  State  have  been  made  except  the  following: 

In  February  and  March  of  this  year  there  were  certain  bills 
introduced  in  the  Legislature  of  Wisconsin  which  were  con- 
sidered, if  they  became  a  law,  would  be  hurtful  to  the  best  inter- 
ests of  the  policyholders.  We  directed  the  Hon.  W.  A.  Fricke, 
who  was  then  our  Superintendent  in  New  York  City  and  form- 
erly a  resident  of  Wisconsin,  to  visit  Madison  and  present  argu- 
ments before  the  different  insurance  committees  when  these 
measures  were  brought  before  them.  This  he  did,  and  for  the 
time  he  was  there  we  paid  him  his  regular  salary  which  he  was 
entitled  to  receive  and  his  traveling  expenses  to  and  from  New 
York  City  and  his  expenses  while  in  Madison,  all  of  which  is 
a  matter  of  record  with  the  Secretary  of  State  in  Wisconsin. 

From  a  special  examination  of  this  company  by  the  Insurance 
Department  of  Ohio  during  the  present  year,  a  copy  of  which 
has  been  furnished  to  the  Committee,  it  appears  that  the  total 
admitted  assets  of  the  company  are  $43,713,337.92.  That  the 
surplus  designated  as  unassigned  funds  is  $1,728,184.30.  This 
surplus  is  determined,  however,  after  treating  as  an  item  of  lia- 
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bilities,  accumulations  credited  to  special  forms  of  policies 
amounting  to  $5,206,503. 

It  appears  that  the  assets  of  the  company  are  largely  invested 
in  mortgages,  the  total  item  of  mortgage  investments  being 
$35>442,335-22. 

The  other  ledger  assets  of  the  company  in  May,  1905,  were 
as  follows: 

Book  value  of  real  estate,  unencumbered, $55,117.00 

Loans  to  the  policyholders  on  policies  assigned.  .  3,954,169.02 

Premium  notes  on  policies  in  force 1)574)965-55 

Book  value  of  bonds 10,000.00 

Cash  deposits  in  bank 137,391.84 

Bills  receivable   45,409.02 

Agents'  balances    11,402.22 

The  company's  non-ledger  assets  at  that  date. .  .  1,441,562.72 

Market  value  of  its  real  estate  above  book  value .  44,328.33 

Market  value  of  its  bonds  above  their  book  value.  575-00 

The  amount  claimed  as  assets  from  premiums.  . .  .  619,249.12 

Making  gross  assets 43,936,461.00 

From  these  were  deducted  assets  not  admitted  by 
the   Ohio   Department,   including  the   item   of 

agents'  debit  balances 223,123.17 

Leaving  a  total  admitted  assets  as  above  stated. . .  .$43,713,337.92 

It  appears  from  statements  furnished  to  the  Committee  that 
this  company  has  been  able  to  receive  interest  on  its  mortgage 
investments  in  excess  of  6  per  cent,  per  annum,  and  has  been 
able  to  return  correspondingly  large  dividends  to  its  policy- 
holders. 
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Dividends  apportioned  by  contribution  plan,  for  annual  div- 
idend policies. 

For  "Life  Guaranty"  and  "Life  Rate  Endowment"  policies — 
both  deferred  dividend — contribution  plan  also  except  that: 

The  actual  mortality  is  diminished  by  gains  from  lapse  and 
surrender,  and  profits  forfeited  in  the  case  of  death.  The  gains 
from  lapse  and  surrender  for  the  two  classes  of  policies  are  cal- 
culated separately.  The  ratio  between  the  actual  loss  so  re- 
duced, and  the  expected  loss,  constitutes  the  percentage  of  mor- 
tality to  be  charged  against  the  policy.  This  is  usually  a  little 
higher  in  the  case  of  life  guaranty  policies  than  in  the  case  of 
life  rate  endowment  policies,  on  account  of  the  gains  from  lapse 
and  surrender  being  less,  owing  to  their  larger  surrender  values ; 
on  the  basis  used  for  calculating  the  1905  accumulations,  23.05 
per  cent,  of  the  cost  of  insurance  was  charged  against  life  rate 
endowment  policies  and  26  per  cent,  against  life  guaranty  pol- 
icies. 

And  as  to  expense  charges : 

On  these  policies,  the  first  year  and  renewal  expense  was 
calculated  separately,  such  items  of  expense  as  could  properly 
be  charged  wholly,  either  to  first  year  or  renewal,  being  so 
charged,  and  other  items  being  divided  in  proportion  to  the 
first  year  and  renewal  premium  income.  The  amounts  of  ex- 
pense so  ascertained  were  then  expressed  as  percentage  of  the 
first  year  and  renewal  premiums  respectively.  The  first  year 
expense  was  then  further  adjusted  to  allow  for  difference  be- 
tween different  kinds  of  policies.  On  the  1905  basis,  the  first 
year  expense  charged  was  as  follows : 
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Per  Cent. 
Maximum. 

Ordinary  life .  .> 82.02 

Twenty-payment  life 77.02 

Fifteen-payment  life 72.02 

Ten-payment  life 67.02 

Renewal  expense  12.64 

A  resume  is  given  as  follows : 

When  the  policy  is  issued  it  is  credited  with  the  premium  paid, 
less  the  first  year's  expense.  The  balance  is  accumulated  at  the 
net  rate  of  interest  earned  by  the  company  for  one  year,  and 
charged  with  the  proper  percentage  of  the  cost  of  insiirance  for 
the  year.  This  gives  the  accumulation  at  the  end  of  the  first 
year.  To  this  is  added  the  second  premium,  less  the  percentage 
of  renewal  expense:  the  total  is  accumulated  interest  for  a 
year,  and  the  result  diminished  by  the  proper  percentage  of  cost 
of  insurance;  the  balance  being  the  accumulation  at  the  end  of 
the  second  year.  This  process  is  carried  on  from  year  to  year 
as  long  as  the  policies  remain  upon  the  books.  The  excess  of 
the  accumulation  so  calculated  over  the  reserve  represents  the 
surplus  credited  to  the  policy. 

Commissions : 

Participating    50% 

Non-participating 40%  Maximum 

Renewal  Commissions: 

Participating 7^% 

Non-participating  5  % 


No  syndicate  agreements. 

No. contributions  to  campaign  funds. 
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NEW    ENGLAND    MUTUAL    LIFE    INSURANCE    COM- 
PANY, OF  BOSTON,  MASS. 

This  company,  pursuant  to  the  request  of  the  Committee,  have 
furnished  the  following  documentary  information  : 

Three  rate  books. 

By-laws  and  rules  of  directors. 

Copies  of  minutes  of  annual  meetings,  ten  years. 

Minutes  of  directors,  five  years. 

Minutes  of  finance  committee,  five  years. 

List  of  securities. 

Syndicates. 

Collateral  loans. 

Monthly  bank  balances. 

Addition  to  gain  and  loss  exhibits. 

Surrendered  and  paid-up  values,  outstanding  business. 

Specimen  Agent's  contracts. 

List  of  legal  retainers,  attorneys  and  legislative  expenses. 

Records  of  finance  committee. 

This  company  was  incorporated  in  1835  and  began  business  in 
1842.  It  is  a  mutual  company  managed  by  ten  directors  who  are 
elected  in  classes  by  the  policyholders,  the  by-laws  requiring  that 
at  any  meeting  of  the  corporation  not  less  than  seven  persons 
shall  be  present  representing  policies  insuring  in  the  aggregate 
not  less  than  $20,000. 

From  minutes  of  the  annual  meetings  it  appears  that  in  1896  57 
policyholders  were  present  and  voted. 
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In  1897  59  policyholders  were  present  and  voted. 
In  1898  72  policyholders  were  present  and  voted. 
In  1899  79  policyholders  were  present  and  voted. 
In  1900  75  policyholders  were  present  and  voted. 
In  1901  71  policyholders  were  present  and  voted. 
In  1902  71  policyholders  were  present  and  voted. 
In  1903  81  policyholders  were  present  and  voted. 
In  1904  74  policyholders  were  present  and  voted. 
In  1905  85  policyholders  were  present  and  voted. 

It  does  not  appear  that  any  of  the  elections  in  these  years  have 
been  contested. 

The  minutes  of  January  23rd,  1900,  show  that  the  following 
standing  committees  were  elected: 

A  Committee  on  Finance,  the  President  and  Messrs.  Sawyer 

and  Cotting. 
A  Committee  on  Losses,  the  President  and  Vice-President. 
A  Committee  on  Agencies,  the  President  and  Vice-President. 
These  committees  were  constituted  in  substantially  the  same  way 
in  1901,  1902,  1903,  1904  and  1905. 

It  appears  that  the  directors  have  from  time  to  time  appointed 
special  committees  who  have  examined  and  reported  upon  the  as- 
sets, but  that  otherwise  the  action  of  the  Board  of  Directors  has 
been  merely  perfunctory,  the  actual  conduct  of  the  company  being 
devolved  upon  the  officers  and  sub-committees  above  named.  In 
the  records  of  the  finance  committee  appears  to  be  entered  in  de- 
tail the  action  of  that  committee  upon  loans  and  investments — 
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such  loans  and  investments  being  itemized  and  described  in  the 
minutes  of  the  committee.  No  minutes  have  been  furnished  of 
proceedings  of  any  other  sub-committees. 

The  company  furnished  in  detail  a  statement  for  each  of  the  ten 
years  last  past  of  items  of  disbursements  for  legal  expense  in  con- 
nection with  legislation,  examinations  of  titles  and  foreclosures 
of  mortgages.  These  aggregate  for  the  years  named  the  following 
amounts : 

In  1895 $2,959.26 

In  1896 1,585.68 

In  1897 1,200.25 

In  1898 350.00 

In  1899 2,195.87 

In  1900 1,000.00 

In  1901 2,092.00 

In  1902 1,006.50 

In  1903 2,662.70 

In  1904 466.25 

They  state  that  no  contributions  have  been  made  to  political 
campaign  funds  and  that  no  payments  have  been  made  in  connec- 
tion with  legislation  in  any  State  except  that  in  Massachusetts  in 
conjunction  with  the  Massachusetts  Mutual  Life,  the  Berkshire 
Life,  the  State  Mutual  Life,  and  the  John  Hancock  Mutual  Life, 
they  employed  the  law  firm  of  Foster  &  Turner  as  legislative  coun- 
sel to  represent  the  five  companies  in  all  legal  matters.  That 
this  firm  was  paid  an  annual  salary  of  $4,000,  which  was  divided 
among  the  five  companies  pro  rata  to  the  amount  of  insurance  in 
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force  in  each.  That  the  England  Mutual  Life  share  last 
year  was  $983.16.  That  the  only  other  payments  during  ten  years 
last  past  in  connection  with  legislation  were  as  follows : 

To  Hopkins,  Bacon  &  Smith,  for  services  before  the 

Legislature  being  one-fifth  of  their  entire  bill $130.10 

In  1898  to  J.  Otis  Wardwell  to  represent  the  company 

in  legislative  matters 1,500.00 

In  1899,  to  Foster  &  Turner  a  proportion  of  salaries  to 

them  for  the  five  companies 861.62 

In  1900  to  Foster  &  Turner  in  representing  the  five  com- 
panies named  this  year,  covering  work  in  drawing 
changes  in  insurance  laws 2,937-69 

In  1901  to  Foster  &  Turner  for  same  services 1,064.64 

In  1902  to  Foster  &  Turner  for  same  services 1,033.71 

In  1903  to  Foster  &  Turner  for  same  services 1,039.91 

In  1903  also  the  company  paid  the  State  Mutual  Life  Insurance 
Company  of  Worcester,  a  proportion  of  the  fees  of  Coe  &  Munn 
of  Minneapolis  for  opposing  a  bill  which  was  aimed  to  exclude 
Massachusetts  companies  from  doing  business  in  the  State  of  Min- 
nesota, because  the  Insurance  Commissioner  of  Massachusetts  had 
declined  to  value  as  a  preliminary  term  policy  certain  policies  is- 
sued by  a  Minnesota  insurance  company,  $2,116.67. 

In  1904,  to  Foster  &  Turner  as  the  company's  proportion  of 
salary,  $1,002.59. 

It  also  appears  by  the  documents  furnished  that  the  company 
took  participations  in  syndicates  for  underwriting  notes  of  the 
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Erie  Telegraph  &  Telephone  Company  in  which  a  profit  was  re- 
alized of  $393.99 ;  also  stock  of  the  Great  Northern,  Brompton  & 
Piccadilly  Company,  in  which  a  profit  was  realized  of  $2,164.89; 
also  in  the  Lackawanna  Steel  Company  in  which  a  profit  was  re- 
alized of  $671.45;  also  of  the  Philadelphia,  Baltimore  &  VVash- 
ington  Railroad  Company,  in  which  a  profit  was  realized  of  $1,- 
093.05,  and  of  the  Long  Island  Railroad  refunding  mortgage  bonds. 
In  the  latter  apparently  the  syndicate  has  not  yet  been  closed. 

From  the  list  of  securities  furnished  by  the  New  England  Mu- 
tual Life  Insurance  Company,  November  ist,  1905,  it  appears 
that  they  have  invested  to  a  limited  extent  in  stock  of  seven  Bos- 
ton national  banks,  and  in  the  State  National  Bank  of  Kansas 
City,  Mo.;  also  in  the  stock  of  five  Boston  trust  companies;  one 
trust  company  in  Kansas  City,  and  one  trust  company  in  Cam- 
bridge, Mass. ;  in  stocks  of  thirteen  railroad  companies,  of  eight 
street  railway  companies,  some  of  which  were  stocks  received 
from  reorganization.  It  also  appears  that  they  held  investments 
in  the  stocks  of  the  Boston  Ground  Rent  Trust  of  the  Boston 
Northwestern  Real  Estate  Company,  of  the  Fall  River  Gas  Works 
Company,  of  the  Boston  Storage  Warehouse  Company,  of  the 
Massachusetts  Title  Insurance  Company,  of  the  Western  Real  Es- 
tate Trustees,  of  the  Edison  Electric  Illuminating  Company  of 
Boston,  of  the  Boston  Real  Estate  Trust — making  about  one-ninth 
of  their  total  investments  in  stock,  the  balance  of  the  investments 
being  for  the  most  part  in  National,  State,  Municipal  and  railroad 
bonds  and  loans  on  real  estate  mortgages. 

Commissions : 

Annual  dividend,  60%  maximum. 

First  year    "  65%  " 

Renewal  commissions,  7|%  for  10  years. 
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Extra  allowance  for  expenses  for  lo  years,  various  per  cent,  of 
the  first  year's  premiums  collected  and  remitted  on  policies  of  lo 
or  more  annual  premium  payments. 

Of  total  business  of  $155,182,074,  $135,687,663  is  annual  divi- 
dend, $19,494,411  deferred. 

Mode  of  apportioning  dividends,  contribution  plan. 


STATE  MUTUAL  LIFE  INSURANCE  COMPANY,  OF 
WORCESTER,  MASS. 

This  company  have   furnished  the   Committee  the   following 
documentary  information : 

General  agent's  contract. 

Copies  of  annual  reports. 

Minutes  of  annual  meetings. 

Rate  book. 

Monthly  bank  balances. 

Payments  in  connection  with  legislation. 

Legal  retainers. 

Gain  and  loss  exhibit. 

Statement  of  expenses. 

Addition  to  gain  and  loss  exhibit. 

Methods  of  apportioning  dividends  annual  and  deferred. 

Collateral  loans. 

Minutes  of  claims  committee. 

Minutes  of  finance  committee. 

Minutes  of  directors'  committee. 

By-laws. 

Securities  owned.  ' 
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This  company  was  incorporated  in  Massachusetts  in  1844  and 
commenced  business  in  1845.  ^^  is  a  mutual  company,  each  re- 
corded policyholder  being  a  member  while  his  policy  is  in  force 
and  being  permitted  to  vote  in  person  or  by  proxy.  The  minutes 
of  the  annual  meetings  show  what  directors  were  elected  and  it 
does  not  appear  how  many  policyholders  participated  or  voted  at 
any  of  the  meetings.  Apparently  there  have  been  no  controver- 
sies of  late  years  at  any  of  these  annual  meetings,  the  proceedings 
being  purely  formal. 

The  directors  apparently  have  recorded  in  their  minutes  with 
fullness  the  proceedings  of  the  Board,  but  it  appears  that  the  ad- 
ministration of  the  company  has  very  largely  devolved  upon  its 
standing  committees,  the  doings  of  which  sub-committees  appear 
to  have  been  as  a  rule  read  and  approved  by  the  Board  without 
other  entry  upon  the  directors'  minutes  than  such  approval.  The 
directors  have  allowed  themselves  $10  each  for  attending  meet- 
ings and  $5.00  to  the  members  of  the  finance  committee  attending 
meetings  of  that  committee.  It  appears  that  recommendations  of 
the  finance  committee  as  to  salaries  of  officers  were  made  from 
time  to  time  to  the  Board  of  Directors,  who  acted  upon  such  rec- 
ommendations. It  also  appears  that  full  reports  were  from  time 
to  time  made  by  officers  of  the  company  as  to  the  details  of  ad- 
ministration and  that  these  reports  were  entered  in  full  upon  the 
records  of  the  Board. 

The  minutes  of  the  committee  on  claims  show  that  meetings  of 
this  committee  were  held  at  very  frequent  intervals  and  were  at- 
tended by  large  numbers  of  members  of  the  committee  and  that 
each  claim  passed  upon  was  fully  entered  upon  the  records  of  the 
committee. 
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The  minutes  of  the  finance  committee  also  very  fully  state  the 
action  of  the  committee,  enumerating  in  detail  the  character  and 
description  of  all  items  of  investments  and  also  showing  not  only 
the  action  of  the  committee  in  making  loans,  but  also  the  declin- 
ing of  loans. 

It  does  not  appear  that  the  company  participated  directly  or  in- 
directly in  any  syndicates. 

A  complete  statement  has  been  furnished  showing  all  legal  re- 
tainers paid  in  connection  with  legislation  since  January  ist,  1896, 
the  larger  items  paid  to  H.  C.  Noyes  for  services  connected  with 
a  litigation  over  Madison  Hall  for  $3,000.00. 

To  James  E.  Monroe  for  services  in  a  Chancery  case 

Cook  County,   111.,   for $2,500.00 

Payment  in  1901  to  Codey  Woddle  for  services  in  con- 
nection with  the  Congress  Hotel  property  in  Chi- 
cago      1,000.00 

In  May,  1901,  paid  to  Senator  George  F.  Hoar  for  ser- 
vices in  tax  questions 1,000.00 

The  payments  made  by  the  company  in  connection  with  legisla- 
tion during  the  past  ten  years,  consist  very  largely  of  its  propor- 
tion of  the  annual  salary  of  Foster  &  Turner  in  connection  with 
four  other  companies ;  a  similar  pro  rata  payment  to  Hopkins, 
Bacon  &  Smith  in  1896  of  $130.10. 

In  1901  to  John  C.  Drury  for  services  in  procuring  the  repeal 
of  the  Craig  Law  in  North  Carolina,  $75.00. 
To  M.  D.  Munn  of  St.  Paul,  Minn.,  and  Wm.  T.  Coe  of  Min- 


6403 


Statements  of  Companies  not  Examined. 

neapolis,  Minn.,  $6,350,  of  which  there  was  refunded  to  this  com- 
pany by  the  New  England  Mutual  for  its  share  of  this  expense, 
$2,116.67.  This  is  connected  with  the  legislation  referred  to  in 
the  abstract  of  legislative  payments  by  the  New  England  Mutual. 

The  Company  have  furnished  detailed  statements  showing 
monthly  bank  balances  since  January  ist,  1900,  and  distributed 
through  different  banks  in  Massachusetts,  New  York  and  Qiicago. 
It  appears  that  the  average  balance  of  deposits  in  all  banks  is  con- 
siderably less  than  half  a  million  dollars. 

The  Company  have  also  furnished  a  very  complete  statement 
of  all  their  investments  held  in  November,  1905,  giving  the  de- 
scription of  the  securities,  the  name  of  the  vendors  and  purchase 
price  and  book  value.  About  one-seventh  of  the  entire  invest- 
ments of  the  company  are  in  stocks,  to  a  considerable  extent  in 
local  Massachusetts  corporations.  It  also  appears  that  the  com- 
pany has  made  collateral  loans  very  considerably  on  local  securi- 
ties. 

Commissions : 

Annual  dividend,  60%  Maximum. 

Five  year  dividend,  65%  " 

(No  five  year  dividend  policies  to  be  issued  after  Jan'y  i,  1906.) 
Non-participating,  35%  maximum. 

Renewal  commissions,  7j%  participating,  except  5%  on  5  and 
10  year  payments;  5%  non-participating.  All  for  life  of  the  pol- 
icies. 

Rent,  clerk  hire,  collection,  agency  and  traveling  expense  al- 
lowance additional. 
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On  business  in  force  Dec.  31,  1904,  amounting  to  $105,161,408: 

Annual  dividend $89,928,977 

Five  year I3.i44,93i 

Non-participating  2,087,500 

Mode  of  dividing  surplus,  contribution  plan. 

The  company  says : 

Since  the  adoption  of  the  "Contribution  Plan"  of  dividends,  some 
twenty-five  years  ago,  it  has  been  the  practice  of  the  company  to 
change  the  formula  as  little  as  possible  from  year  to  year,  inves- 
tigations of  its  experience  have  been  made  and  the  formulae  mod- 
ified from  time  to  time  as  demanded.  These  investigations  have 
been  made  more  with  the  view  of  determining  what  changes  in  the 
dividend  formulae  actually  in  use  were  demanded  than  to  make 
the  dividends  of  any  particular  year  conform  absolutely  to  the  ex- 
perience of  the  preceding  year.  In  no  single  case  has  the  exper- 
ience of  any  single  year  been  made  the  exact  basis  for  the  divi- 
dends of  the  succeeding  year. 


THE  PENN  MUTUAL.  LIFE  INSURANCE  COMPANY  OF 
PHILADELPHIA,  PA. 

This  company  has  furnished  the  Committee  with  the  following 
documentary  information : 

Proportion  of  outstanding  policies,  annual  dividends,  deferred 
dividends. 
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Same  of  policy  in  Premium  Department. 
Itemized  legal  expenses. 
Part  minutes,  showing  contribution  of  1896. 
Committees  of  Trustees,  showing  scope  of  same. 

Sample  minutes  Finance  Committee. 
Monthly  report  of  Secretary  and  Treasurer. 
Addition  to  gain  and  loss  exhibit. 

Sample  minutes  of  Medical  Committee. 

Sample  minutes  of  Committee  on  Agency,  showing  method  of 
making  mortgage  loans,  collateral  loans  and  purchase  of  bonds. 

Minutes  of  other  committees. 

Detail  expense^  concerning  supplies,  1904. 

Certain  values  and  paid-ups. 

Method  of  calculating  annual  and  deferred  dividends. 

Statement  of  expense,  first  year. 

Two  copies  By-Laws  for  1900  and  1905. 

Syndicates,  syndicate  participations. 

Sample  of  loans  brought  before  Finance  Committee. 

Reports  of  independent  auditors. 

Letter  to  Counsel  of  Committee,  signed  by  President. 

Sample  contract  of  general  agent. 
Monthly  bank  balance  for  five  years. 
Stocks  and  bonds. 
Collateral  loans. 

The  company  was  incorporated  in  1847,  and  has  been  doing 
business  since  May  20th,  1847. 
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The  officers  of  the  company  were  orally  examined  as  to  the 
method  of  its  organization  and  method  of  conducting  elections,  and 
policyholders'  participation  therein,  at  one  of  the  early  hearings 
of  the  Committee,  and  the  facts  in  that  regard  disclosed  by  the 
documents  furnished  need  not  be  here  summarized. 

It  appears  that  very  full  minutes  are  kept  of  the  proceedings  of 
the  meetings  of  the  Board  of  Trustees,  and  that  the  course  of 
business  is  for  the  standing  committees  to  report  to  the  Board 
of  Trustees  for  approval.  The  Finance  Committee  enter  upon 
their  records  in  great  detail  all  items  of  investment,  and  the  action 
of  the  committee  respecting  these  items,  and  that  all  records  are 
kept  by  the  committee  on  policies  and  premiums.  It  appears  that 
there  are  also  special  committees  on  agencies,  on  accounts,  on 
claims  and  on  medical  matters. 

This  company  states  that  no  political  campaign  contributions 
have  been  made  except  in  1861  and  in  1896.  From  the  minutes 
of  a  special  meeting  of  the  Board  of  Trustees,  held  August  31st, 
1896,  the  following  extracts  are  pertinent: 

"The  President  stated  that,  in  view  of  the  present  financial  con- 
dition of  the  country,  and  also  in  view  of  the  possible  election  of  a 
President  of  the  United  States  of  America,  who  advocated  and 
endorsed  an  unsound  money  standard  and  the  free  coinage  of 
silver,  he  had  called  a  meeting  of  the  Finance,  the  Claims  and 
Trustees,  representing  other  committees,  to  consider  the  state  of 
public  affairs,  and  their  bearing  upon  this  corporation." 

He  said  that  at  the  meeting  Charles  C.  Harrison,  L.L.  D., 
Provost  of  the  University  of  Pennsylvania,  had  been  invited  to  be 
present  and  that  Mr.  Harrison  had  given  the  Trustees  his  views 
on  the  public  situation. 
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The  Secretary  and  Treasurer  then  read  the  minutes  of  the  meet- 
ing above  referred  to,  and  as  will  be  found  recorded  in  the  minute 
book  of  the  Committee  on  Claims,  under  date  August  27th,  1896. 

The  result  of  that  meeting  was  the  unanimous  adoption,  upon 
a  call  of  the  yeas  and  nays,  of  a  resolution,  of  which  the  follow- 
ing is  a  copy,  to  wit : 

"Resolved,  That  this  special  meeting,  composed  of  members  of 
the  Finance,  Claims  and  Agencies  Committees,  recommends  to 
the  Board  of  Trustees  at  a  special  meeting  to  be  held  at  the  home 
office  on  Monday,  August  31st,  1896,  at  3.30  P.  M.,  that  this 
company  make  a  contribution  of  ($10,000)  Ten  Thousand  Dollars 
to  the  National  Republican  Campaign  Committee." 

The  President  stated  further  that  due  notice  had  been  sent  to 
the  Trustees,  and  that  letters  of  full  explanation  had  been  written 
by  the  Secretary  and  Treasurer  to  Messrs.  Plympton  and  Miller, 
and  by  himself  to  Mr.  Pyle ;  that  replies  had  been  received  from 
Messrs.  Plympton  and  Miller,  and,  as  said  Trustees  were  not  pres- 
ent, it  was  but  fair  that  their  letters  should  be  read  to  the  Board, 
whereupon  the  letters  were  read  to  the  Trustees. 

The  following  was  the  substance  of  Mr.  Plympton's  letters: 

He  desires  as  earnestly  as  any  or  all  of  the  Trustees  the  elec- 
tion of  the  Republican  National  ticket  in  November,  next. 

He  has  personally  contributed  to  that  end,  but  could  not  see 
his  way  clear  to  contribute  from  the  funds  of  the  company,  as 
recommended,  as  he  was  in  doubt  as  to  mingHng  politics  with 
business.  He  expressed  absolute  confidence,  however,  in  the 
Board  to  deal  with  the  question,  and  was  willing  to  accept  its 
judgment. 
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Dr.  Miller  wrote  that  the  state  of  his  health  did  not  permit 
him  to  be  present.  That  he  was  heartily  in  accord  with  the 
movement  but  did  not  approve  of  donating  any  part  of  the  com- 
pany's funds  for  any  other  purpose  than  that  contemplated  in 
the  charter.  In  his  opinion  the  Trustees  have  no  right  to  do  so 
— the  company  being  mutual — stock  companies  and  banks  are 
different  and  their  prompt  and  liberal  action  is  to  be  recom- 
mended. 

Personally  he  is  working  as  hard  as  his  health  will  permit  to 
make  converts  for  honest  money. 

The  President  stated  that  Mr.  Roland  had  called  at  the  home 
office,  expressed  his  opinion  in  favor  of  the  appropriation,  as 
recommended,  and  desired  to  be  recorded  in  that  way. 

At  the  request  of  the  President,  the  Secretary  and  Treasurer 
then  read  the  following  extracts  from  the  general  minutes,  to- 
wit : 

At  a  special  meeting  of  the  Penn  Mutual  Life  Insurance  Com- 
pany, held  April  22,  1861,  three  days  after  the  Massachusetts 
troops  were  fired  on  in  passing  through  Baltimore,  the  following 
resolutions  were  passed: 

There  were  the  twelve  Trustees  present  at  the  meeting,  one 
of  whom,  Mr.  James  O.  Pease,  is  a  member  of  our  present 
Board. 

The  assets  of  the  company  January  ist,  1861,  were  $1,078,000. 

These  resolutions  were  ordered  to  be  published  April  22,  1861 : 

Resolved,  That  the  sum  of  five  thousand  dollars  be  appropri- 
ated to  the  Committee  of  Public  Safety  for  the  defence  of  the 
city  and  the  preservation  of  the  public  peace. 
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Resolved,  That  the  sum  of  five  thousand  dollars  be  appropri- 
ated to  the  general  fund  to  be  raised  for  the  support  of  the  fam- 
ilies of  those  who  volunteer  in  the  service  of  the  general  Gov- 
ernment. 

The  President  then  inquired  the  pleasure  of  the  Board  re- 
garding the  appropriation  now  recommended  by  the  committees. 

John  Scott  then  addressed  the  President  and  Trustees  sub- 
stantially as  follows: 

He  said  it  is  well  known  of  him  in  the  Board,  that,  as  a  rule, 
lie  had  opposed  appropriations  proposed  for  objects  outside  of 
the  prosecution  of  the  company's  regular  business,  but  the  rec- 
ommendation now  made  appealed  to  him  in  a  dififerent  way 
from  any  heretofore  presented;  that  the  present  contemplated 
appropriation,  in  his  opinion,  was  not  in  aid  of  any  particular 
party  as  such  and  there  was  no  element  of  politics  in  the  recom- 
mendation. 

It  appeared  from  the  present  state  of  national  afifairs  that 
there  was  a  public  conspiracy  to  clip,  among  others,  each  dollar 
of  the  thirty  millions  of  assets  of  this  company,  and  it  was  his 
duty,  and,  in  his  opinion,  the  duty  of  the  Trustees,  to  defeat 
such  spoliation,  and  also  to  assist  in  maintaining  the  authority 
of  the  Supreme  Court  of  the  United  States,  which  was  threat- 
ened with  dismissal  if  its  decision  should  not  happen  to  be  in 
accordance  with  the  wishes  of  a  political  party. 

There  was  no  question  of  doubt  that  if  the  Trustees  were 
aware  of  any  private  conspiracy  to  dispossess  the  company  of 
any  part  of  its  securities  it  would  be  proper  and  right  for  the 
Trustees  to  expend  three  times  ten  thousand  dollars,  if  neces- 
sary, to  preserve  the  assets. 
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The  platform  of  the  Chicago  Democratic  convention  was  such 
that  it  advocated  unsound  money,  free  silver  coinage  and  en- 
dorsed a  presidential  candidate,  who,  if  elected,  might  have  the 
power  to  so  unsettle  values  that  the  assets  of  this  company 
might  be  greatly  depreciated,  and  the  first  duty  of  the  Trustees 
was  to  guard  the  assets  so  that  the  widows  and  children  of  our 
members  should  be  amply  protected  and  secured. 

He  reiterated  his  opposition  to  contributions  generally,  but 
would  cheerfully  vote  again  for  another  if  it  had  merit  equal  to 
the  one  now  recommended. 

Senator  Scott  was  congratulated  by  the  members  present  for 
the  expression  of  his  views  which  were  so  much  in  accord  with 
their  own. 

James  O.  Pease  stated  that  he  had  cheerfully  voted  for  the 
appropriation  in  1861,  and  would  as  cheerfully  vote  for  the  one 
now  proposed. 

Richard  S.  Brock  spoke  in  favor  of  the  recommendation,  stat- 
ing that  the  present  situation  caused  the  most  serious  appre- 
hension, not  only  regarding  the  business  depression,  but  also  be- 
cause the  tendency  of  public  affairs  seemed  to  him  to  be  similar 
to  that  preceding  the  French  Revolution. 

Mr.  Butterworth  approved  of  the  present  appropriation  for 
the  reasons  which  he  believed  actuated  the  Trustees  in  making 
the  appropriation  in  1861. 

Benjamin  Allen  stated  that  he  was  a  strong  partisan,  but  that 
he  left  politics  at  the  door  of  the  Board  room.  It  was  his  first 
duty  as  a  Trustee  to  maintain  the  company's  "standard  reserve," 
and  he  beheved  that  he  was  securing  that  object  by  voting  in 
favor  of  the  present  recommendation. 
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Mr.  Pease  then  moved  that  the  appropriation  of  ten  thousand 
dollars  ($10,000),  recommended  by  the  committees  at  the  meet- 
ing of  August  27th,  1896,  to  be  paid  to  the  National  Republican 
Campaign  Committee  through  Charles  C.  Harrison,  LL.  D.,  is 
hereby  approved. 

This  was  seconded  by  John  Scott  and  unanimously  adopted. 

"On  motion  of  Benjamin  Allen,  seconded  by  James  O.  Pease, 
the  vote  was  taken  by  yeas  and  nays. 

"Upon  the  call  of  the  roll  the  following  trustees  answered  'Yea,' 
viz. :  Benjamin  Allen,  Richard  S.  Brock,  James  Butterworth, 
Charles  J.  Field,  Aaron  Fries,  Ellwood  Johnson,  George  K.  John- 
son, Lincoln  K.  Passmore,  Tattnall  Paulding,  James  O.  Pease, 
Frank  Pyle,  William  H.  Rhawn,  John  Scott  and  John  H.  Watt 
—14. 

"On  motion  of  George  K.  Johnson,  Edward  M.  Needles,  Presi- 
dent was  requested  to  vote  also;  whereupon  he,  too,  voted  yea, 
and  he  announced  that  the  recommendation  was  unanimously 
agreed  to." 

The  company  furnished  an  itemized  statement  of  all  legal  ex- 
penses from  1901  to  1905,  inclusive ;  such  statement  covering  the 
ordinary  legal  expenses  of  the  company.  It  is  also  stated  that  the 
only  items  paid  for  professional  services  in  matters  of  legislation 
are: 

Payment,  July  8th,  1901,  to  Mr.  Wm.  H.  Scott,  Secretary, 
$1,000,  to  reimburse  him  for  $750  of  that  amount  paid  to  Mr.  M. 
E.  Olmsted,  who  appeared  before  a  committee  of  the  Pennsyl- 
vania Legislature  and  argued  against  a  tax  bill,  the  balance  of 
$250  being  to  reimburse  him  for  his  own  traveling  expenses,  and 
extra  service  during  the  session. 
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That,  under  date  of  April  29th,  1903,  an  item  of  $250,  paid  to 
Wm.  M.  Scott,  and  a  similar  item  under  date  of  April  19th,  1905, 
were  paid  him  to  cover  his  traveling  expenses  and  extra  services 
on  behalf  of  the  company  during  the  legislative  sessions  of  1903 
and  1905. 

It  appears  by  the  statement  furnished  that  this  company  has 
participated,  in  the  last  five  years,  in  twenty-one  syndicates  which 
have  been  closed,  and  in  seven  syndicates  which  are  still  open. 
In  about  half  of  these  syndicates  bonds  were  withdrawn  for  in- 
vestment. It  appears  that  considerable  profits  were  made  in  al- 
most all  cases,  and  it  does  not  appear  that  any  losses  have  as  yet 
been  incurred. 

The  company  has  furnished  an  itemized  statement  showing  all 
bank  balances  at  the  end  of  each  month  for  five  years  last  past 
distributed  through  some  twelve  trust  companies,  banks  and  bank- 
ing houses,  mostly  in  Philadelphia  and  in  New  York.  It  appears 
that  throughout  1901,  1902  and  1903,  and  for  the  month  of  Janu- 
ary, 1904,  there  was  a  continuous  and  uniform  balance  on  de- 
posit with  the  Title  Guarantee  Company  of  New  York  of  $100,000 ; 
that,  beginning  with  November,  1901,  and  throughout  the  re- 
maining period  to  and  through  October,  1905,  there  was  a  con- 
stant and  uniform  deposit  with  Messrs.  Drexel  &  Company  of 
$100,000,  except  that  at  the  end  of  December,  1903,  the  amount 
was  increased  to  $200,000. 

The  company  have  furnished  statements  giving  in  great  detail 
the  items  of  securities  in  which  the  company's  assets  are  invested 
and  showing  the  price  paid  and  persons  from  whom  they  were 
acquired.  It  appears  that  the  stock  investments  of  the  company, 
a  comparatively  small  amount  of  assets,  is  invested  in  corporate 
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stocks,  investments  being  largely  in  municipal  and  railroad  bonds 
with  considerable  holdings  in  industrial  bonds.  The  company 
also  loans  to  a  considerable  amount  on  collateral,  both  stocks 
and  bonds. 

Proportion  of  annual  and  deferred  dividends,  and  non-partici- 
pating business : 

Annual  dividend  policies,  55  per  cent. 

Deferred  dividend  policies,  where  the  dividends  are  accumulat- 
ed and  are  not  available  for  use  by  the  holder  of  the  pohcy  until 
the  end  of  the  deferred  period,  38  per  cent. 

Deferred  optional  dividend  contracts,  where  the  dividends  are 
accumulated  but  are  available  for  use  in  payment  of  premiums, 
S  per  cent. 

Paid-up  non-participating  policies,  etc.,  2  per  cent. 
Mode  of  apportioning  dividends,  contribution  plan. 

As  applied  to  deferred  dividends,  company  reports : 

"The  same  annual  dividend  is  credited  to  each  policy,  as  if  it 
were  on  the  annual  dividend  form,  and  these  dividends  are  ac- 
cumulated at  4  per  cent,  interest.  Should  any  policy  which  is  in 
the  deferred  dividend  class  be  forfeited  or  surrendered  or  be- 
come a  claim  by  death,  the  dividends  credited  to  it  are  accumulated 
at  the  same  rate  of  interest  until  the  end  of  the  deferred  dividend 
period,  and  this  fund  of  dividends  is  distributed  amongst  the  ex- 
isting policies  at  the  end  of  the  deferred  dividend  period. 
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COMMISSIONS :     Deferred  dividends. 

Premiums  20  years  or  more 50    per  cent,  maximum 

Premiums  1 5  years  or  more 42^  per  cent,  maximum 

Premiums  10  years  or  more 30    per  cent,  maximum 

Allowance  also  toward  rent  and  clerk  hire. 

Renewal  commissions  7  per  cent. 


MASSACHUSETTS  MUTUAL  LIFE  INSURANCE  COM- 
PANY, OF  SPRINGFIELD,  MASS. 

The  committee  received  from  this  company  the  following  docu- 
mentary information : 

Minute  of  Finance  Committee. 

Minutes  of  directors'  and  policyholders'  meetings. 

Memorandum  of  various  matters. 

List  of  securities. 

Collateral  loan. 

Additions  to  gain  and  loss  exhibit — certain  values. 

Deferred  dividend  policies. 

Mode  of  apportioning  surplus. 

Rate  book. 

Contributions  for  legislative  matters. 

Legal  retainers. 

Contract  of  general  agents. 

This  company  was  incorporated  in  Massachusetts  in  1851  and 
began  business  that  year.     The  directors  are  chosen  by  the  pol- 
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icyholders.     The  minutes  of  annual  meetings  show  that  in  1896 
III  votes  were  cast, 

In  1897  114  votes  were  cast. 
In  1898  115  votes  were  cast. 
In  1899  153  votes  were  cast. 
In  1900  114  votes  were  cast. 
In  1901  133  votes  were  cast. 
In  1902  156  votes  were  cast. 
In  1903  157  votes  were  cast. 
In  1904  175  votes  were  cast. 
In  1905  160  votes  were  cast. 

There  do  not  appear  to  have  been  any  contests. 

At  the  annual  meeting  of  1905  the  by-laws  of  the  company 
were  radically  amended.  Minutes  of  the  Board  of  Directors  very 
fully  record  the  proceedings  of  the  board.  The  ofiScers'  salaries 
appear  to  have  been  fixed  by  the  Board  of  Directors.  These 
salaries,  as  fixed  in  1901,  were: 

President $25,000 

Vice-president 1,500 

Secretary ii,coo 

Actuary  6,000 

Attorney    7.500 

Superintendent  of  Loans 9,000 

First  Medical  Director 1,800 

Second  Medical  Examiner 900 

The  Board  also  allowed  members  of  its  finance  committee  a 
salary  of  $500  each ;  the  chairman  of  the  Auditing  Committee 
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$250,  and  to  the  other  members  $200  each.  These  allowances 
were  made  in  lieu  of  fees  for  attendance  at  the  meetings,  the  di- 
rectors, however,  allowed  to  themselves  $25  each  for  attend- 
ance upon  directors'  meetings  and  $5  each  for  attendance  upon 
committee  meetings. 

In  1903  the  president's  salary  was  increased  to  $30,000  and 
the  secretary's  to  $12,000.  At  a  subsequent  meeting,  the  vice- 
presidency  having  become  vacant,  his  salary  was  added  to  that 
of  the  secretary,  but  at  a  meeting  held  in  October,  1904,  this 
action  was  rescinded  and  the  secretary  was  chosen  vice-presi- 
dent. At  a  meeting  of  the  directors  held  in  January,  1905,  the 
salaries  were  amended  as  follows: 

President,  $30,000. 

Vice-president,  $12,000. 

Second  vice-president  and  attorney,  $9,000. 

Actuary,  $6,000. 

Assistant  actuary,  $4,000. 

Superintendent  of  loans,  $10,000. 

First  medical  director ,$2, 500. 

Second  medical  director,  $1,000. 

At  this  time  the  sum  of  $750  each  was  fixed  as  annual  compen- 
sation to  members  of  the  finance  committee  and  $350  to  the 
chairman  of  the  Auditing  Committee,  other  members  of  the 
Auditing  Committee  $500  each.  To  the  directors,  exclusive  of 
those  receiving  annual  salaries,  $50  each  for  attendance  upon 
meetings  of  the  directors  and  $5  each  for  attendance  at  each 
meeting  of  the  committee  of  which  they  might  be  respectively 
members — the  fixing  of  other  officers  salaries  was  referred  to  the 
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finance  committee  with  power.  The  board  devolved  upon  the 
Finance  Committee  the  power  to  fix  the  salaries  of  the  assist- 
ant secretaries.  The  meetings  of  the  board  of  directors  of  this 
company  are  held  four  times  a  year.  The  minutes  show  that 
at  these  meetings  the  reports  of  the  sub-committees  were  pre- 
sented and  acted  upon.  The  minutes  of  the  directors  also  show 
the  adoption  by  the  board  from  time  to  time  of  schemes  for  dis- 
tribution of  the  company's  surplus. 

The  minutes  of  the  Finance  Committee  of  this  company  do 
not  show  in  detail  the  municipal  and  farm  mortgage  loans  made, 
but  these  are  proved  by  reference  to  schedules  on  file.  The 
purchases  and  sales  of  ordinary  securities,  however,  and  the  pur- 
chases and  sales  of  real  estate,  appear  to  have  been  separately 
passed  upon  by  the  committee  and  fully  entered  on  the  miiiutes, 
and  the  minutes  also  show  the  action  of  the  committee  from  time 
to  time  in  rejecting  securities  offered. 

This  company  reported  the  following  Hst  as  that  of  all  legal 
retainers  for  ten  years  last  past: 

Oct.  10,  1898,  W.  H.  Coolidge,  of  Boston $100 

Nov.  21,  1899,  C.  D.  Davies,  Chicago 100 

May     9,  1900,  HamHn,  Scott  &  Lord,  of  Chicago 75 

Oct.     6,   1902,  Richard  C.  Dale,  of  Philadelphia 50 

This  information  given  on  this  head  is  said  to  be  merely  a 
list  of  technical  retainers,  no  statement  being  made  of  ordinary 
legal  expenses.  The  legal  expenses  of  this  company  for  the 
year  1904  appear  in  its  annual  report  as  $2,917.41.  The  com- 
pany states  that  no  contributions  whatever  have  been  made  by 


6418 


Statements  of  Companies  not  Examined. 

it  to  political  campaign  funds  and  that  the  only  payments  made 
for  services  in  connection  with  legislation  have  been  its  propor- 
tion of  such  expenses  in  connection  with  four  other  companies, 
the  Massachusetts  Mutual  having  paid  as  such  proportion,  as 
follows:  I 

In   1S99 $900.12 

In    1900 3,180.02 

In  1901 1,203.58 

In    1902 1,197.00 

In   1903 1,185.60 

In   1904 1,170.10 

In  1905 1,158.61 

It  is  stated  that  the  large  payment  made  in  1900  was  due  to 
the  fact  that  in  that  year  the  insurance  law  of  Massachusetts 
was  wholly  revised  and  re-enacted. 

Statements  have  been  furnished  showing  the  monthly  bank 
balances  distributed  through  eight  banks  and  trust  companies 
in  Massachusetts,  New  Hampshire,  New  York  and  Chicago, 
and  showing  amounts  specially  deposited  in  Massachusetts  and 
New  Hampshire  against  which  certificates  of  deposit  were  held. 
The  highest  total  amount  of  deposits  in  any  one  month  for  the 
past  five  years  appears  to  have  been  $975,753-32,  the  balances 
ranging  down  to  the  lowest  total  at  the  end  of  any  one  month, 
$80,003.69. 

The  company's  investments  reported  to  be  held  in  November, 
1905,  consist  almost  entirely  of  railroad  bonds,  there  being  a 
small  amount  in  municipal  bonds,  about  $310,000  in  stocks,  the 
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total  book  value  of  all  stock  and  bond  investments,  November 
23d,  1905,  being  stated  at  $16,461,060.25. 

It  does  not  appear  that  this  company  participated  in  any  syn- 
dicate operations. 

Commissions :  ,  No  deferred  dividend  policies. 

Annual  dividend,  50  per  cent,  maximum. 

Renewal  commissions:  5  per  cent,  on  5  year  and  10 year  pay- 
ment policies  and  7^  per  cent,  on  others. 

Mode  of  distributing  surplus,  contribution  plan. 


BERKSHIRE  LIFE  INSURANCE  COMPANY,  OF  PITTS- 
FIELD,  MASS. 

This  company  have  furnished  the  following  documentary  in- 
formation to  the  committee: 
Statement  of  surplus  earnings. 
Four  rate  books. 
Legal  fees  and  expenses. 
By-Laws. 
Agency  contract. 
Minutes  of  Finance  Committee. 
Minutes  of  Directors. 
Annual  meetings. 
Bank  deposits. 
Collateral  loans. 
Stocks  owned. 
Bonds  owned. 
Municipal  corporation  notes. 
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This  company  was  incorporated  in  1851  under  the  laws  of 
Massachusetts.  The  company  state  that  they  have  never  en- 
tered into  any  syndicate  agreements. 

The  company  state  that  their  ordinary  legal  expenses  have 
been  very  light.  The  total  item  in  the  annual  report  for  1904 
was  $1,460.35.  The  company  have  paid  to  Reginald  Foster  and 
Foster  &  Turner  a  total  for  its  share  of  their  compensation  for 
services  in  matters  of  legislation,  the  sum  of  $3,882.37  for  the 
•  years  1898  to  1905  inclusive. 

The  by-laws  provided  that  until  the  redemption  and  extinction 
of  the  guaranteed  stock,  one-half  of  each  class  of  directors  to 
be  chosen  at  each  annual  meeting  shall  be  elected  by  the  hold- 
ers of  the  stock  and  the  other  half  by  the  assured  members  vot- 
ing in  separate  bodies.  The  by-laws  also  provided  that  the  sur- 
plus funds  shall  be  set  apart  by  the  directors  and  divided  and 
reimbursed  equally  to  and  among  the  policyholders. 

The  minutes  of  the  annual  meetings  since  1896  simply  show 
the  results  of  elections,  without  stating  how  many  votes,  either 
stockholders  or  policyholders,  participated  therein. 

The  minutes  of  the  directors  show  in  detail  the  method  of 
distribution  of  the  surplus  and  the  adoption  of  forms  of  insur- 
ance contracts ;  they  also  show  that  the  details  of  administration 
of  the  company  were  largely  devolved  upon  the  Finance  Com- 
mittee and  officers.  The  minutes  of  the  Finance  Committee  for 
the  past  five  years  show  in  full  detail  the  losses  passed  upon, 
loans  made,  purchase  and  sales  of  securities  and  other  property. 
It  appears  that  the  salary  oi  the  president  was  fixied  'by 
the  finance  committee  in  1901  at  $5,000. 
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The  salary  of  the  vice-president  at  $i,ooo. 
The  salary  of  the  second  vice-president  at  $250. 
The  salary  of  the  secretary  and  treasurer  at  $10,000  per  an- 
num. 

The  statement  also  shows  that  in  November,  1905, 

the  company  held  stocks  of  the  value  of $716,270.87 

And  bonds  of  the  value  of 4,904,921.01 

The  total  book  value  being $5,621,591.88  ■ 

The  company  owns  stock  in  four  banks  and  in  one  loan  and 
trust  company.  It  carries  cash  on  deposit  in  eight  banks  or 
trust  companies,  in  some  instances  getting  interest  on  their  de- 
posits at  rates  from  4  per  cent,  to  5  per  cent. ;  deposits  in  five  of 
the  banks  are  without  interest.  The  largest  balance  is  kept  in 
one  of  the  New  York  banks  and  draws  interest  at  i^  per  cent. 
This  company  loans  to  a  substantial  amount  on  collateral  secur- 
ities. 

COMMISSIONS: 

Deferred  dividend 65  per  cent,  maximum 

Annual   dividend 50  per  cent,  maximum 

Accumulation 75  per  cent,  maximum 

Renewal  commissions,  74  per  cent,  for  9  years,  2\  per  cent, 
thereafter. 

Rent,  clerk  hire  and  traveling  expenses  allowed. 
Proportion  of  business  in  force  December  31,  1904. 

Annual    dividend 12.24  per  cent. 

Deferred  dividend .87.76  per  cent. 
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Mode  of  apportioning  surplus,  contribution  plan.  As  to  de- 
ferred dividend  policies,  the  following  rule  is  given : 

An  amount  equal  to  five  annual  dividends  plus  current  rate  of 
interest  and  an  addition  from  the  surplus  which  the  lapsed  and 
surrendered  poHcies  would  have  been  paid  if  they  had  been 
annual  dividend  policies  since  their  last  dividend. 


CONNECTICUT    MUTUAL    LIFE    INSURANCE    COM- 
PANY, OF  HARTFORD,  CONN. 

The  company  furnished  the   following  documentary  informa- 
tion to  the  committee : 

Charter. 

By-Laws. 

Bonds  owned. 

Stock  owned. 

Collateral  loans. 

Minutes  of  directors. 

Monthly  bank  balances. 

Contract  and  bond,  general  agent. 

Statement  of  agents'  com.missions. 

Legal  expenses. 

Surrender  value. 

Policy  conditions. 

Copy  of  policy. 
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This  company  was  incorporated  by  a  special  act  of  the  Con- 
necticut Legislature  passed  in  May,  1846.  The  charter  was 
amended  in  1848,  in  1852,  in  1881,  in  1887  and  in  1893. 

No  records  have  been  furnished  showing  the  proceedings  and 
the  annual  meetings.  Specimen  minutes  only  have  been  fur- 
nished of  the  directors'  meetings  bearing  on  a  few  special  trans- 
actions of  the  company.  Full  and  itemized  statements  have 
been  furnished  showing  the  ordinary  legal  expenses  since  1895. 
From  this  it  appears  that  the  total  payments  for  such  legal  ex- 
penses after  deducting  foreclosure  expenses,  which  were  trans- 
ferred at  the  cost  of  properties  foreclosed,  were  as  follows: 

For  1895 $21,709.13 

For  1896 21,040.75 

For  1897 15.185.72 

For  1898 19,386.88 

For  1899 17,116.71 

For  1900 32,412.39 

For  1901 18,998.38 

For  1902 14.454-71 

For  1903 17.897-98 

For  1904 6,751.65 

It  is  stated  that  the  amounts  paid  for  legal  services  in  con- 
nection with  bills  and  resolutions  pending  before  the  General 
Assembly  of  Connecticut,  have  been  as  follows,  all  having  been 
paid  to  the  firm  of  Robinson  &  Robinson : 

July   I,   1897 $3,500 

July   I,   1899 300 

July  I,  1901 500 

July   I,   1903 1,000 

July   I,   1905 1,400 
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The  maximum  annual  risk  on  a  single  life  is  $50,000. 

It  appears  by  the  statement  furnished  that  in  November,  1905, 
this  company  held  in  stocks  $829,500;  in  bonds,  $25,211,720. 

The  company  own  stock  in  six  banks  and  one  trust  company, 
all  in  Hartford,  Conn.  Of  the  stocks  held  by  the  company,  there 
is  $100,200  in  Pere  Marquette  preferred;  $330,000  in  New  York 
Dock  Co.,  preferred,  taken  under  a  reorganization  of  the  Brook- 
lyn Wharf  &  Warehouse  Company.  There  were  outstanding 
November  20th,  1905,  $130,000  on  collateral  loans.  The  com- 
pany deposits  in  six  banks,  trust  companies  and  banking  houses, 
the  largest  average  deposits  being  with  J.  P.  Morgan  &  Com- 
pany. 

No  deferred  dividends. 

Commissions,  maximum. 

Life  and  limited  payment  30  per  cent,  and  y\  per  cent,  renewal. 

Endowment  20  per  cent,  and  5  per  cent,  renewal. 

Renewal  term  20  per  cent,  and  5  per  cent,  renewal. 

Mode  of  apportioning  dividends,  contribution  plan. 


AETNA  LIFE  INSURANCE  COMPANY,  OF  HARTFORD, 

CONN. 

This  company  have  furnished  the  following  documentary  infor- 
mation to  the  committee : 

Syndicates. 

Report  of  quadruple  examination  by  Connecticut  committee. 

Rate  book. 
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Two  additional  rate  books,  continuous  installment. 
Agreement  with  general  agents. 

Various  statements  in  answer  to  questions  including  gain  and 
loss  exhibit. 

Contributions  to  political  campaigns,  etc. 

By-laws. 

Minutes  of  meetings  of  the  policyholders  and  directors. 

Securities. 

Collateral  loans. 

Bank  balance. 

Statement  of  real  estate  mortgages. 

This  company  was  incorporated  in  1820.  It  is  a  large  stock 
company,  the  present  capital  being  $2,000,000. 

It  appears  by  the  minutes  furnished  that  the  directors  are  elected 
by  the  stockholders,  but  that  dividends  are  from  time  to  time  made 
to  the  policyholders  in  accordance  with  schedules  of  recommenda- 
tions prepared  by  the  actuary. 

It  appears  that  the  company  made  the  following  contributions  to 
political  campaign  funds : 

For  the  presidential  campaign  of  1896,  $5,000. 
For  the  presidential  campaign  of  1900,  $5,000. 
For  the  presidential  campaign  of  1904,  $5,000. 

The  payments  made  in  connection  with  legislation  in  the  pres- 
ent rate  have  been  $1,284.55,  stated  to  have  been  paid  the  attor- 
neys employed  to  argue  the  company's  objections  to  certain  bills 
pending  before  the  Legislature  of  Wisconsin  in  the  winter  of  1905. 

The  company  has  participated  in  two  syndicates — the  Chicago 
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and  Northwestern  Railroad  3J  per  cent. — under  which  syndicate 
agreement  the  company  appear  to  have  taken  $500,000  of  the 
bonds  of  which  $16,000  were  subsequently  sold — and  the  Louis- 
ville and  Nashville  Five  20's,  under  which  the  company  appeared 
to  have  reahzed  a  profit  of  $15,973.47. 

It  appears  that  the  investment  securities  held  in  November,  1905, 
amounted  to  about  $24,000,000  par  value,  $3,500,000  being  in 
stocks,  chiefly  bank  stocks  in  Hartford  and  vicinity.  The  bonds 
held  are  chiefly  municipal  and  railroad.  The  company  make  loans 
on  collateral  securities  in  some  instances  to  officers  of  the  company. 

They  have  also  furnished  detailed  statements  of  the  balances  in 
the  bank  at  the  end  of  each  month,  showing  accounts  kept  in  very 
many  different  States  and  in  Canada,  the  principal  bank  account 
being  in  the  Aetna  National  Bank,  of  Hartford,  where  the  monthly 
balances  ranged  during  1905  from  $2,994,778.78  to  $1,800,082.65. 

Commissions : 

Participating 50  per  cent,  maximum. 

Non-participating 50  per  cent,  maximum. 

Term 50  per  cent,  maximum. 

Renewal  commissions :  5  per  cent,  on  non-participating  endow- 
ment, 7  per  cent,  on  all  others. 

Provision  for  dividends  given  in  minutes  of  directors'  meeting : 
Resolved,  That  a  dividend  is  hereby  declared  payable  to'  policy- 
holders who  renew  their  policies  in  1896  and  to  such  others  as  by 
the  regulations  of  this  company  are  entitled  thereto  in  accordance 
with  the  schedules  prepared  by  the  actuary,  upon  the  same  basis  as 
the  dividends  for  several  years  past  have  been  calculated,  the  total 
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amount  of  dividends  so  allotted  to  policyholders  in  1896  not  to  ex- 
ceed $988,000.00. 

The  following  is  a  further  description  of  mode  of  apportioning 
annual  and  five-year  dividends: 

The  method  of  calculating  annual  dividends  being  paid  in  1905 
is  shown  by  the  following  example,  showing  the  calculation  of  an 
annual  dividend  policy  at  the  end  of  the  tenth  policy  year  in  1905 
to  a  twenty  payment  life  policy  of  $1,000,  issued  at  age  35  in  the 
year  1895. 

Reserve  end  of  ninth  policy  year  in  1904 $193.21 

Premium  paid  in  1904 Z^-97 

Total .$225.18 

Deduct  expenses,  10  per  cent,  of  premium  and  $0.95. ...       4.15 

Residue   $221.03 

Add  5  per  cent,  interest 1 1.05 

Total $232.08 

Deduct  tabular  cost  of  insurance 9.13 

Residue,  total  fund  end  of  the  tenth  policy  year  in  1905 . . .  $222.95 
Reserve  held  by  company  at  end  of  tenth  policy  year  1905  .$219.18 

Excess  of  total  fund  over  reserve,  equal  tenth  dividend. . . .     $3.77 

The  method  of  calculating  deferred  dividends  for  five  years  on 
a  plan  of  insurance  the  issue  of  which  has  now  been  discontinued, 
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is  shown  in  the  following  example,  the  current  dividends  being  de- 
termined in  precisely  the  same  way  as  the  annual  dividends  above 
shown. 

Age  42,  $5,000,  issued  in  1900. 

First  current  dividend  in  1901 $21.42 

Gain  from  lapsed  and  deceased 3.64 

Surplus  and  first  year  in  1901 $25.06 

Four  per  cent,  interest i.oo 

Second  current  dividend  in  1902 21.50 

Gain  from  lapsed  and  dead i. e*r 

Surplus  second  year  in  1902 $40.13 

Four  per  cent,  interest 1.97 

Third  current  dividend  in  1903 22.70 

Gain  from  lapsed  and  dead 1,89 

Surplus  end  third  year  in  1903 $75-69 

Four  per  cent,  interest 3.03 

Fourth  current  dividend  in  1904 23.95 

Gain  from  lapsed  and  dead 1.85 

Surplus  end  of  fourth  year  in  1904 $104.52 

Four  per  cent,  interest 4.18 

Fifth  current  dividend  in  1905 25.20 

Surplus  end  of  fifth  year  in  1905 $i33-90 

(First  dividend  payment.) 
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THE   NORTHWESTERN   MUTUAL  LIFE   INSURANCE 
COMPANY,  OF  MILWAUKEE,  WIS. 

This  company  have  furnished  the  following  documentary  in- 
formation in  response  to  the  request  of  the  committee : 

Statement  of  the  legislation  expenses. 

Specimen  agency  contracts. 

Statement  rates  and  commissions. 

Expenses  first  year  of  insurance. 

Monthly  bank  balances. 

Mortgage  loans. 

Bonds. 

Letter  from  superintendent  of  agents. 

Real  estate. 

Gain  and  loss  exhibit  first  year. 

Mode  of  computing  dividends. 

This  company  was  incorporated  in  March,  1857.  It  is  a  strictly 
mutual  company,  the  directors  being  chosen  by  the  policyholders. 

In  addition  to  the  above  this  company  has  submitted  to  the  in- 
spection of  the  committee  the  original  minute  books  of  the  finance 
committee,  of  the  executive  committee,  of  the  committee  on  in- 
surance and  agencies,  of  the  bond  committee,  and  of  the  real  es- 
tate committee,  for  many  years  past.  These  minutes  are  kept  with 
very  great  fullness.  By  them  items  appear  to  have  been  entered 
in  full  in  the  minutes  descriptive  of  every  financial  transaction  of 
the  company,  including  full  description  of  every  separate  loan 
made  by  the  company,  and  minutes  of  the  committees  other  than 
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those  of  the  finance  and  executive  committees  likewise  state  with 
very  great  fullness  all  details  of  the  company's  business. 

The  company  has  submitted  details  of  all  items  of  legal  expenses 
from  1896  to  date.  As  to  expenses  incident  to  legislation,  it  is  al- 
leged that  in  1896  they  paid  to  G.  N.  Reynolds,  their  general  agent, 
for  services  incident  to  legislation  in  Pennsylvania,  $250.00. 

November  23,  1896,  to  the  Weekly  Underwriter  for 
copies  of  bills  and  daily  bulletins  furnished  during  leg- 
islative session $200.00 

February  10,  R.  F.  Kold,  for  services  in  connection  with 
legislation  in  Alabama,  more  particularly  regarding  se- 
curities of  the  City  of  Birmingham,  Ala.,  in  which  the 
company  was  largely  interested 1,000.00 

(Being  the  company's  contribution  for  a  share  of  ex- 
penses incurred  by  it  in  common  with  several  other 
companies  interested. ) 

In  1897  to  Ole  Oleson  for  services  in  connection  with 

legislation  in  Madison,  Wis 150.00 

March  13,  1897,  Mr.  Oleson  for  same  services 100.00 

April,  1897,  to  Mr.  Oleson  for  same  services 100.00 

In  April,  1897,  to  Edward  P.  Hackett  for  services  con- 
nected with  legislation  pending  in  Wisconsin 2,650.00 

In  April,  1897,  to  Mr.  Oleson  for  the  same  services 150.00 

In  May,  1897,  to  Edward  P.  Hackett  for  Wisconsin  legis- 
lative services 350-00 

In  May,  1897,  to  W.  A.  Nowell  for  copies  of  bills  intro- 
duced          3100 


6431 


Statements  of  Companies  not  Examined 

In  June,  1897,  to  E.  S.  Walker  for  legislative  services  in 

Springfield,  111 200.00 

In  September,  1897,  to  the  Weekly  Underwriter  for  fur- 
nishing copies  of  bills  and  information 200.00 

In  December,  1897,  to  Benjamin  H.  Hill  for  his  own  ser- 
vices and  those  of  Spencer  R.  Atkinson  in  connection 
with  the  bill  known  as  the  "Dodson  Bill"  in  the  Geor- 
gia Legislature  3,000.00 

In  March,  1898,  to  E.  S.  Walker  for  services  at  Spring- 
field, 111 .^ 100.00 

In  October,  1898,  to  Weekly  Underwriter  for  bulletins 

and  other  information 200.00 

In  March,  1899,  to  George  W.  Peck  for  services  at  Madi- 
son, Wis 200.00 

May,  1899,  to  the  same  for  similar  services S5-00 

In  May,  1899,  to  E.  S.  Walker  for  services  in  connection 

with  IlHnois  legislation 100.00 

In  August,  1899,  to  D.  E.  Murphy,  general  agent  of  the 
company  for  services  and  expense  of  himself  and  others 
in  connection  with  legislation  in  the  State  of  Michigan.      999.12 

In  August,  1899,  to  W.  T.  Gage,  general  agent  of  the 
company,  for  employment  of  special  counsel  in  connec- 
tion with  Michigan  legislation :      100.00 

And  for  traveling  expenses  in  connection  with  the  same 

matter 155-89 

December,  1900,  to  Thomas  W.  Spence  for  legislative 
service  and  traveling  and  hotel  expenses  during  the  ses- 
sion of  the  Wisconsin  Legislature  for  the  sessions  of 
1898  and  1899,  more  particularly  in  connection  with 
certain  tax  laws 1,000.00 
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In  1901,  to  Thos.  W.  Spence  for  similar  services  in  Wis- 
consin Legislature 1,500.00 

In  February,  1901,  to  Thos.  W.  Spence  for  like  services.   2,500.00 

In  March,  1901,  to  Thos.  W.  Spence  for  like  services.  . .    1,000.00 

In  April,  1901,  to  K.  K.  Kenna  for  work  in  preparing 

brief  in  insurance  taxation 250.00 

In  April,  1901,  to  E.  B.  Stephenson  for  services  in  con- 
nection with  legislative  matters  in  Nebraska 400.00 

In  April,  1901,  to  John  E.  Moore  for  services  and  ex- 
penses in  connection  with  Michigan  Legislature 121.06 

In  April,  1901,  to  Hiram  F.  Stevens  for  services  before 

the  Minnesota  Legislature 400.00 

In  May,  1901,  to  John  E.  Moore,  for  services  in  connec- 
tion with  Michigan  legislation 245.24 

In  May,  1901,  to  W.  A.  Nowell  for  copies  of  bills,  etc., 

in  Wisconsin  legislation 35-0O 

In  May,  1901,  to  John  E.  Moore  for  services  in  connec- 
tion with  Michigan  legislation 123.15 

In  May,  1901,  to  E.  S.  Walker  for  services  in  Wisconsin 

Legislature    100.00 

In  June,  1901,  to  Thos.  W.  Spence  for  services  in  con- 
nection with  Wisconsin  legislation 8)125.57 

In  July,  1901,  to  Brown,  Wheeler,  Brown  &  Hay  for  ser- 
vices in  matters  of  Illinois  legislation 1,500.00 

In  July,  1901,  to  Thos.  W.  Spence  for  services  in  con- 
nected with  Wisconsin  legislation 1,000.00 

In  November,  same 1,000.00 

In  November,  1901,  to  the  Weekly  Underwriter  for 
copies  of  bills  and  bulletins 200,00 

6433 


Statements  of  Companies  not  Examined 

In  February,  1902,  to  B.  K.  Miller  for  services  and  ex- 
penses at  Louisville,  Ky.,  in  connection  with  Kentucky  1 
legislation I33-55 

In  March,  1902,  to  same  in  same  matter 158.15 

In  March,  1902,  to  D.  J.  Ryan  for  services  connected 

with  tax  legislation  in  Ohio 300.00 

In  1902,  H.  F.  Stevens,  for  services  in  connection  with  the 
Insurance  Department  of  Minnesota  and  the  Minne- 
sota Legislature 250.00 

In  January,  1903,  to  the  Weekly  Underwriter  for  bul- 
letins and  copies  of  bills 200.00 

March,  1903,  to  Sanborn  &  Sanborn  for  legal  services 
and  traveling  expenses  in  connection  with  Wisconsin 
legislation    35I.30 

In  March,  1903,  to  Shepard  &  Lyton  for  services  and  ex- 
penses in  connection  with  legislation  in  the  State  of 
Washington  181.50 

In  March,  1903,  to  Eugene  Fretz,  Jr.,  an  agent  of  the 
company,  for  expenses  in  connection  with  Dakota  legis- 
lation         150.00 

In  April,  1903,  to  the  First  National  Bank  of  Hudson, 
and  the  Bank  of  Hudson  for  a  proportion  of  the  charge 
of  A.  L.  Sanborn  in  connection  with  a  bill  passed  by 
the  Legislature  of  Wisconsin,  authorizing  a  refund- 
ing of  certain  county  bonds 33.33 

In  May,  1903,  to  E.  S.  Walker  for  legislative  services  at 

Springfield,   111 loo.oo 

In  May,  1903,  to  J.  B.  Maguire  for  services  and  disburse- 
ments in  connection  with  Illinois  legislation 1,593.35 
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In  June,  1903,  to  Sanborn  &  Sanborn  for  services  in  con- 
nection with  Wisconsin  legislation '. . . .      550.25 

In  June,  1903,  to  W.  A.  Nowell  for  copies  of  bills,  etc., 

in  Wisconsin  legislation 30.00 

In  June,  1903,  to  J.  E.  Moore  for  services  in  connec- 
tion with  Michigan  legislation 23.24 

In  November,  1903,  to  Robert  P.  McDavid  for  services  in 

connection  with  Alabama  legislation 200.00 

In  January,  1904,  to  the  Weekly  Underwriter  for  bul- 
letins and  information 200.00 

In  February,  1904,  to  William  J.  Anderson  for  services 
in  preparing  statistics  in  relation  to  taxation 83-33 

In  March,  1904,  to  William  J.  Anderson  for  like  services .        83.33 

In  April,  1904,  to  Daniel  J.  Ryan  for  services  in  con- 
nection with  Ohio  legislation 250.00 

In  May,  1904,  to  J.  H.  Vercoe  for  services  in  procuring 

copies  of  bills  in  the  Ohio  Legislature 50.00 

In  May,  1904,  to  William  J.  Anderson  for  services  in  pre- 
paring taxation  statistics 83.33 

In  May,  1904,  to  M.  T.  Guernsey  for  services  in  connec- 
tion with  bills  taxing  mortgages  in  Ohio  Legislature. .      225.00 

In  June,  1904,  to  William  J.  Anderson  for  taxation  sta- 
tistics            83.33 

In  June,  1904,  to  M.  T.  Guernsey  for  services  in  con- 
nection with  Ohio  legislation 30.00 

In  August,  1904,  to  William  J.  Anderson  for  like  services       83.33 
In  October,  1904,  to  William  J.  Anderson  for  like  ser- 
vices          166.66 
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In  January,  1905,  to  Weekly  Underwriter  for  bulletins 

and  information    200.00 

In  February,  1905,  to  Chris  Paulus  for  copies  of  bills  and 

journals  of  Wisconsin  legislation 25.00 

In  April,  1905,  to  E.  B.  Stephenson  for  services  in  con- 
nection with  legislation  in  Nebraska 200.00 

In  June,  1905,  to  R.  M.  Bashford  for  services  during  the 

session  of  the  Wisconsin  Legislature 3,500.00 

And  for  disbursements 3.50 

In  addition  to  the  above,  the  company  furnished  an  itemized 
statement  showing  a  considerable  number  of  small  items  paid  dur- 
ing the  past  ten  years  in  various  States  covering  their  special  ser- 
vices and  disbursements  in  connection  with  legislation  in  those 
States ;  the  aggregate  of  this  last  item  being  about  $5,500. 

The  company  have  also  furnished  the  committee  a  complete  list 
of  all  bonds  held  by  the  company,  prefaced  by  the  following  state- 
ment: 

The  following  is  a  complete  list  of  all  bonds  Owned  by  the  North- 
western Mutual  Life  Insurance  Company  at  close  of  business  on 
the  23d  day  of  November,  1905,  showing  date  of  purchase,  price 
paid,  name  of  vendor  and  present  book  value.  All  municipal 
bonds  are  purchased  subject  to  our  usual  conditions,  a  copy  of 
which  conditions  will  be  found  at  page  2  of  these  lists.  These 
conditions  form  a  part  of  every  contract  made  for  a  purchase  of 
county,  city,  town,  village  or  school  district  bonds. 

The  market  value  of  bonds  owned  by  the  company  on  the  31st 
day  of  December  last,  as  appraised  by  M.  W.  Harris  and  Com- 
pany, bond  dealers  and  bankers  of  New  York  and  Chicago,  was 
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$1,712,819-35  in  excess  of  book  value;  $1,120,000  par  value  of 
those  then  owned  have  been  paid  since  that  date  and  do  not  appear 
in  these  lists. 

Before  purchasing  any  railroad  bonds  a  copy  of  the  mortgage 
securing  them  is  obtained  and  is  examined  by  our  counsel  and  such 
other  investigation  is  made  as  to  the  value  of  the  property  mort- 
gaged to  secure  than  as  is  requisite  to  afford  the  information 
necessary  to  satisfy  our  bond  committee.  Having  determined, 
after  such  examination,  that  a  given  issue  of  bonds  is  a  desirable 
security,  we  purchase,  on  condition  that  the  bonds  be  registered 
as  to  principal  or  as  to  principal  and  interest,  when  they  can  be 
so  registered  and  delivered  to  a  bank  in  New  York  on  a  specified 
date.  Through  our  bank  here  the  funds  to  pay  for  bonds  so  pur- 
chased are  placed  in  the  New  York  bank  to  meet  the  deliveries. 
The  bonds  are  then  issued  and  shipped  to  our  banks  here.  When 
the  bonds  reach  Milwaukee  they  are  delivered  to  the  company  at 
this  office  and  check  for  the  amount  is  given  to  the  bank  here, 
through  which  the  bonds  are  received,  thus  closing  the  transaction. 

The  lists  are  arranged  in  the  order  in  which  the  several  issues 
appear  in  Schedule  D. 

It  appears  that  the  investment  securities  held  in  November, 
1905 : 

Par.  Book  value. 

Government    $100,000.00  $i30.S83-33 

State 516,000.00  538,663.00 

County   3,828,500.00  3,985,163.20 
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Par.  Book  Value. 

City    4,095,500.00  4,244,931.15 

Railroad  68,439,500.00  69,982,326.16 

Totals $76,979,500.00  $78,881,666.84 

Substantially  the  remaining  items  of  investments  are  almost 
entirely  real  estate  mortgages  amounting  to  about  ninety  millions 
of  dollars.  It  appears  from  the  company's  statements  that  they 
do  not  invest  in  stocks  and  do  not  participate  in  syndicates.  The 
statement  furnished  also  shows  from  whom  all  securities  have 
been  purchased ;  these  seem  to  have  been  derived  from  dealers  scat- 
tered through  various  finahcial  centers,  the  larger  purchases  being 
made  through  New  York  banking  houses.  They  have  also  fur- 
nished itemized  statements  of  bank  balances ;  substantially  all  these 
deposits  appear  to  be  in  Milwaukee  banks,  the  average  monthly 
balances  ranging  during  the  five  years  last  past  from  $4,345,304.40, 
the  highest,  to  $1,525,302.99,  the  lowest,  at  the  end  of  any  one 
month  in  said  period. 

Commissions. — Annual  and  deferred  dividends : 

Participating,  45  per  cent.,  with  7^  per  cent,  on  any  excess  over 

ten-payment  rate. 

Renewal  commissions,  15  per  cent,  second  year  and  7J4  per 

cent,  thereafter — ten  years  in  all. 

In  force  December  31,  1904: 

Annual  dividend $484,354,034  67 J^    per  cent. 

Deferred  dividend 180,413,388  25  2-5  per  cent. 

Term  dividend 40,297,554  5^    per  cent. 

Non-participating   12,290,346  i  3-5  per  cent. 
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Mode  of  apportioning  surplus,  contribution  plan. 

Mode  of  computing  deferred  dividends  described  by  company 
as  follows : 

The  same  principles  and  methods  apply  to  the  calculation  of 
deferred  dividends  so  far  as  relates  to  the  item  thereof  called  "reg- 
ular surplus,"  or  the  surplus  year  by  year  carried  to  the  deferred 
fund  of  any  policy  corresponding  to  what  that  policy  would  have 
received  as  a  dividend  for  the  same  years  had  it  been  on  the  annual 
dividend  plan.  Other  elements  of  the  deferred  dividend  under 
any  deferred  policy  consists  of  the  policy's  due  proportion  of  sur- 
plus forfeited  by  deferred  dividend  policies  within  the  deferred 
dividend  period,  and  are  worked  out  thus  :  For  the  ascertainment 
of  a  policy's  due  proportion  of  the  surplus  forfeited  by  lapse  to 
deferred  dividend  the  policies  are  divided  into  classes  according 
to  year  of  issue,  and  year  by  year  the  amount  of  the  surplus  for- 
feited by  lapse  is  ascertained  by  inventory,  and  apportioned  to 
the  surplus  not  forfeited  by  lapse  as  ascertained,  also  by  inventory, 
and  in  the  simple  ratio  of  the  forfeited  surplus  to  that  not  for- 
feited. In  other  words,  the  total  surplus  of  each  class  not  for- 
feited in  any  year  is  to  the  total  surplus  of  such  classes  for- 
feited by  lapse  as  an  individual  surplus  (subject  to  lapse  during 
the  year)  is  to  his  share  of  the  forfeited  surplus. 

For  the  ascertainment  and  apportionment  of  surplus  forfeited 
by  death,  deferred  dividend  policies  are  divided  into  groups  corre- 
sponding to  the  deferred  dividend  period,  ten,  fifteen  or  twenty 
years,  year  by  year  and  by  inventory  the  total  surplus  of  each 
group  not  forfeited  by  death,  also  the  total  surplus  of  each  group 
forfeited  by  death,  are  ascertained.    The  percentage  of  the  latter 
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to  the  former  is  then  worked  out  for  each  group  separately.  The 
basis  of  the  apportionment  of  the  total  surplus  thus  forfeited  to 
the  individual  members  of  the  group  is  the  foregoing  percentage 
modified  because  of  the  risk  of  death  which  varies  with  the  age  of 
the  individual.  The  measure  of  the  risk  of  an  individual  of  the 
group  forfeiting  to  surplus  by  death  is  the  amount  of  his  surplus 
account  multiplied  by  the  probability  of  his  dying  within  the  year. 
Accordingly,  the  surplus  for  each  policy  not  forfeited  because  of 
death  is  multiplied  by  the  probability  of  death  for  the  mean  age 
attained.  A  percentage  of  this  product  in  accordance  with  the 
percentage  worked  out  as  just  described  is  then  taken  as  the  in- 
dividual's share  of  the  total  surplus  forfeited  by  death  for  the  year. 
This  process  is  carried  forward  and  the  results  accumulated  at 
interest  from  year  to  year  throughout  the  deferred  dividend  pe- 
riod, and  the  forfeited  surplus,  whether  by  lapse  or  death,  is  thus 
apportioned  year  by  year  to  each  policy,  and  at  the  end  of  the 
deferred  period  for  each  policy  the  aggregate  or  final  result  of  this 
apportionment  or  process  is  the  deferred  dividend. 


HARTFORD  LIFE  INSURANCE  COMPANY, 
OF  HARTFORD,  CONN. 

This  company  has  furnished  the  following  documentary  infor- 
mation to  the  Committee : 

Rate  book. 

Contract  with  general  agent. 

Statement  of  salary. 
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Additional  gain  and  loss  exhibit. 
Statement  concerning  surrender  values. 

Annual  and  deferred  policies,  including  modes  of  computing 
statement  of  collateral  loans. 
Legal  retainers. 
Monthly  bank  balances. 
Minutes  of  annual  meetings. 
Security  loans. 
Minutes  of  meetings  of  board  of  directors. 

The  company  incorporated  in  May,  1866,  with  a  capital  stock  of 
$500,000.  Since  1899  the  company  has  been  doing  a  legal  reserve 
business  exclusively,  but  they  have  done  very  little  business  in  the 
State  of  New  York,  not  maintaining  any  agency  force  here. 

The  company  writes  to  the  Committee:  "Our  license  in  your 
State  is  under  the  stipulated  premium  act,  because  of  the  fact  that 
we  are  still  carrying  a  volume  of  our  safety  fund  business.  This 
form  of  license  is  so  great  a  handicap  to  securing  new  business  that 
we  have  considered  it  unwise  to  attempt  writing  new  business 
under  this  condition." 

The  company  has,  however,  furnished  full  records  of  annual 
meetings  for  the  past  ten  years  and  full  minutes  of  the  meetings  of 
directors  for  the  past  five  years. 

The  directors  of  the  company  are  chosen  by  the  stockholders. 
The  original  name  of  this  company  was  the  Hartford  Life  and 
Annuity  Insurance  Company,  the  name  being  changed  by  act  of 
the  Legislature  to  the  Hartford  Life  Insurance  Company  in  1897 
without  prejudice  to  all  prior  obligations.     By  an  amendment  to 
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the  charter  in  1903  this  company  was  authorized  to  insure  persons 

against  loss  of  time  and  expense  resuhing  from  diseases. 

The  directors'  minutes  show  that  some  discussion  lias  been  made 

on  the  subject  of  permitting  policyholders  to  participate  by  way  of 

dividends  in  the  profits  of  the  business,  but  apparently  up  to  this 

time  no  dividends  have  been  declared  by  the  company  except  to 

stockholders. 

It  appears  that  in  January,  1904,  the  company  entered  into  an 
agreement  with  the  Metropolitan  Life  Insurance  Company  of  New 
York  under  which  the  latter  company  assumed  certain  industrial 
policies  of  the  Hartford. 

From  the  statement  furnished  it  appears  that  no  legal  retainers 
were  paid  by  the  company  prior  to  1899,  but  since  that  time  they 
have  paid  to  Messrs.  Sperry  and  McLean,  of  Hartford,  $500,  and 
to  Messrs.  Buck  and  Eggleston,  of  Hartford,  $500  per  annum. 
The  amounts  paid  for  services  connected  with  matters  pending  in 
the  Connecticut  Legislature  Were  as  follows : 

In  1901  to  Lewis  Sperry $700.00 

In  1901  to  Samuel  Fessenden 2,000.00 

In  1901  to  A.  T.  Eggleston 200.00 

In  1905  to  A.  T.  Eggleston 150.00 

In  1905  to  Lewis  Sperry 500.00 

It  appears  by  a  list  of  investments  furnished  that  in  November, 
1905.  the  company  had  in  stock  upwards  of  $75,000  par  value, 
chiefly  bank  and  trust  company  stocks,  and  stocks  in  two  fire  in- 
surance companies. 

The  remaining  investments  consist  chiefly  in  government, 
muncipal,  State  and  railroad  bonds. 
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The  company  has  also  furnished  a  full  list  of  securities  invested 
in  the  safety  fund  divisions  of  the  company's  business.  The  com- 
pany at  present  has  apparently  no  collateral  loans. 

The  salaries  paid  to  the  company's  officers  are  as  follows  : 

President    $21,000 

Vice-president    6,000 

Second   vice-president 6,000 

Secretary    6,000 

Assistant   secretary 3,000 

Commissions : 

Deferred  dividend  20  years 60  per  cent,  maximum 

Deferred  dividend  15  years 55  per  cent,  maximum 

Deferred  dividend  10  years 50  per  cent,  maximum 

Deferred  dividend  5  years 50  per  cent,  maximum 

Renewal  commissions: 

Second  year 15      per  cent,  maximum 

Third   year 10      per  cent,  maximum 

Thereafter    7/4  per  cent,  maximum 

Business  in  force  December  31,  1904: 

Annual  dividend 2>4  percent 

Deferred   dividend about  50     per  cent 

Remainder,  non-participating. 

Mode  of  apportioning  dividends,  contribution  plan. 
As  to  deferred  dividends : 
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The  annual  dividends  are  assigned  to  the  annual  dividend  pol- 
icies individually  by  number.  The  deferred  dividends  are  appor- 
tioned by  groups  to  each  form  of  policy  annually,  and  the  amount 
of  the  same  is  thereafter  carried  and  reported  as  a  liability. 


PHOENIX  MUTUAL  LIFE  INSURANCE  COMPANY,  OF 
HARTFORD,  CONN. 

This  company  has  furnished  the  committee  with  the  following 
documentary  information :  ' 

By-laws. 

Form  of  minutes  of  directors'  meetings. 

Form  of  minutes  of  policyholders'  meetings. 

Stocks  and  bonds. 

Statement  of  collateral  loans. 

Cash  in  office  and  on  deposit  on  three  years'  business 

Expenses  1904  and  1905. 

Actual  and  expected  losses. 

Surrender  values. 

Annual  and   deferred  dividend  policies. 

Mode  of  calculating  annual  and  deferred  dividends. 

Form  of  agency  contract. 

Statement  of  expense  for  first  year. 

Legal  retainers. 

This  company  was  incorporated  in  May,  185 1 :  the  directors 
are  chosen  by  the  policyholders.     The  by-laws  of  the  company 
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provide  for  an  Executive  Committee,  a  Finance  Committee,  and  an 
Auditing  Committee,  which  are  required  to  report  monthly  to  the 
Board  of  Directors. 

It  does  not  appear  that  this  company  was  a  participant  in  any 
syndicates.  It  states  that  the  only  legal  retainers  paid  in  the  past 
ten  years  are: 

In  1893  to  Finch  &  Finch,  of  Indianapolis $300 

In  1893  to  Gross,  Hyde  &  Shipman,  of  Hartford. ...    100 

In  1896  to  Finch  &  Finch 300 

In  1896  to  Gross,  Hyde  &  Shipman 100 

In   1898  to  Finch  &  Finch 250 

In  1898  to  Gross,  Hyde  &  Shipman 100 

And  each  of  the  following  years  to  and  including  1904,  $100  to 

Gross,  Hyde  &  Shipman. 

The  item  of  legal  expenses,  however,  of  the  company  for  the 
year  1904  is  stated  in  the  annual  report  of  the  company  as  $3,- 
496.83.  It  is,  therefore,  assumed  that  the  above-mentioned  re- 
tainers were  the  sums  distinctively  paid  for  legislative  services. 
No  other  items  on  that  subject  have  been  furnished. 

Full  and  complete  statements  have  been  furnished  of  all  items 
of  bonds  and  stocks  owned  by  the  company  November  25,  1905, 
showing  from  whom  purchases  were  made  and  prices  paid.  From 
this  it  appears  that  the  security  investments  other  than  mort- 
gages were : 

.  Bonds  $4,549,057.96 

Stocks    341,081.00 

Total  (book  value) $4,890,138.95 
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There  are  held  by  this  company  a  considerable  amount  in  State, 
County,  Municipal  and  Railroad  bonds,  but  the  proportion  of  rail- 
road bonds  is  the  largest.  Stocks  are  held  in  nine  banks,  and 
it  appears  that  a  considerable  amount  of  the  stock  held  has  been 
received  in  exchange  for  bonds  formerly  held,  and  received  in 
connection  with  reorganizations.  The  company  has  made  very 
few  collateral  loans,  and  in  November  25,  1905,  there  were  no 
outstanding  collateral  loans. 

COMMISSIONS: 

Participating    55  per  cent  maximum 

Non-participating 25  per  cent,  maximum 

Formerly  5  per  cent,  extra  allowed  on  deferred  dividend  plans, 
making  55  per  cent,  maximum  in  all ;  now  extended  to  all  partici- 
pating policies. 

Mode  of  appropriating  dividends,  excess  interest  as  percentage 
on  reserve  and  remainder  as  percentage  on  loading.  As  to  de- 
ferred dividends,  company  says :  "The  deferred  dividends  are 
figured  exactly  like  the  annual  dividends,  are  accumulated  at 
the  rate  of  interest  adopted  for  the  distribution  of  surplus  and 
have  had  10  per  cent,  of  this  amount  added  to  them  at  the  time 
they  are  apportioned.  The  amount  of  these  deferred  dividends 
the  company  has  kept  in  a  special  policy  reserve  annually,  and  does 
not  appear  in  the  so-called  'surplus'  of  the  company." 

OF  BUSINESS  IN  FORCE  DEC.  31,  1904: 

Deferred  dividend 13^  per  cent. 

Annual  dividend 71    per  cent. 
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MICHIGAN  MUTUAL  LIFE  INSURANCE  COMPANY,  OF 
DETROIT,  MICH. 

The  companjr  has  furnished  the  committee  with  the  following 
documentary  information : 

Charter  and  by-laws. 

Abstract  of  annual  meetings  of  directors  for  lo  years  and  other 
meetings  for  5  years. 

Abstracts  of  minutes  of  Finance  Committee. 

List  of  real  estate  mortgages. 

List  of  collateral  loans. 

Monthly  bank  balances. 

Contracts  with  agents. 

List  of  legal  expenses. 

This  company  was  incorporated  1867,  having  at  present  a  cash 
capital  of  $250,000. 

The  company's  charter  was  radically  amended  in  1870.  The 
directors  are  chosen  by  the  shareholders^  each  shareholder  having 
one  vote  for  each  share  of  stock.  Each  policyholder  is  allowed 
a  vote  who  holds  a  policy  for  not  less  than  $5,000,  but  no  power 
is  given  to  vote  by  proxy. 

The  minutes  of  the  annual  meetings  fail  to  disclose  the  number 
of  votes  cast  at  any  annual  meeting.  From  the  minutes  it  appears 
that  very  meagre  entries  are  made  of  the  financial  transactions 
of  the  company,  either  of  the  Board  of  Directors  or  the  Finance 
Committee — very  little  detailed  information  being  there  appar- 
ent as  to  the  actual  transactions.  The  entries  in  the  minutes  gen- 
erally refer  to  the  matters  which  appear  in  the  books  or  outside 
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documents,  the  descriptions  of  loans  not  being  otherwise  entered. 
The  company  has,  however,  furnished  a  Hst  of  collateral  loans. 
From  the  statements  furnished  it  appears  that  the  investments  of 
the  company  other  than  mortgage  loans  in  real  estate — loans  to 
policyholders  on  premiums,  as  shown  in  the  annual  report,  are 
comparatively  trifling  in  amount. 

A  detailed  list  has  been  furnished  of  all  the  mortgages,  chiefly 
farm  mortgages,  to  December  31,   1904.     The  company  reports 

p 

outstanding  loans  and  collateral  at  the  present  time  $15,500.  They 
also  report  an  investment  in  bonds  of  the  Detroit,  Ypsilanti  and 
Ann  Arbor  Railway  Company  of  $25,000. 

Policies  in  force  Dec.  31,  1904. 

Annual  dividend   14  per  cent. 

Deferred  dividend 29  per  cent. 

Non-participating • 57  per  cent. 

Mode  of  distributing  surplus,  gains  from  interest  as  a  percentage 
on  reserves,  other  gains  as  percentage  on  loading.  As  to  deferred 
dividend  policies,  at  maturity  of  the  dividend  period  dividend 
calculations  are  made  upon  each  policy  in  the  class  covering  the 
period  for  which  the  policy  has  been  in  force.  The  amount  to 
which  the  discontinued  policy  would  have  been  entitled  under  this 
method  is  then  distributed  among  those  in  force  at  the  end  of  the 
period. 

Commissions : 

Deferred  dividend,  20  years 75  per  cent,  maximum 

Deferred  dividend,  1 5  years 70  "  " 

Deferred  dividend,  10  year 55  "  " 

Annual  dividend 65  "  " 

Non-participating   65 

Renewal  commissions,  7^  per  cent. 
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MUTUAL  BENEFIT  LIFE  INSURANCE  COMPANY,  OF 
NEWARK,  N.  J. 

Mr.  Edward  E.  Rhodes,  mathematician  of  this  company,  was 
orally  examined  at  the  session  of  the  committee,  held  September 
6,  1905,  and  fully  testified  as  to  the  organization  of  the  corpora- 
tion, the  method  of  electing  directors,  and  as  to  other  incidental 
matters.  The  company  have  furnished  in  addition  the  follow- 
ing documentary  information : 

Rate  book. 

Copy  of  charter  and  by-laws. 

List  of  attorneys'  fees  and  amounts  of  payments  since  1895. 

Statement  of  cash  balance  by  months  in  various  banks. 

Statement  of  collateral  loans. 

Statement  of  bonds  owned. 

The  company  state  that  during  the  period  from  January  ist, 
1895,  to  date,  no  contributions  have  been  made  to  political  cam- 
paign funds.  They  further  state  that  during  the  same  period 
the  payments  made  in  connection  with  legislation  are  as  follows : 

In  April,  1895,  to  James  Munsell,  Jr.,  as  the  company's  pro- 
portion of  the  expenses  incurred  in  opposition  to  legisla- 
tion proposed  in  California $56-35 

In  December,  1897,  to  Clarence  V.  Angier,  State  agent, 
subscription  toward  defeating  the  passage  of  certain  bills 
in  the  Georgia  Legislature 100.00 

In  February,  1898,  to  Clarence  V.  Angier,  for  like  pur- 
pose        30.00 
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In  March,  1902,  to  K.  W.  Smith  &  Co.,  State  agents,  for 
pro  rata  share  of  expenses  in  appearing  before  the  Ken- 
tucky Legislature 21.58 

In  March,  1903,  to  James  R.  Waddill,  for  services  and  ex- 
penses as  counsel  in  connection  with  Missouri  legislation .   400.00 

In  May,  1903,  to  G.  A.  Newkirk,  State  agent,  for  expenses 
in  connection  with  the  tax  bill  in  the  legislature  of  Colo- 
rado^      100.00 

The  total  of  all  alleged  payments  in  connection  with  legis- 
lation for  ten  years  last  past,  being  stated  to  be $707-93 

The  company  have  furnished  full  itemized  statements  showing 
its  investments.  These  are  very  largely  in  mortgages.  The  state- 
ment shows  the  total  par  value  invested  chiefly  in  Municipal,  Coun- 
ty, Railroad  and  miscellaneous  corporate  bonds  as  $26,377,051.33. 
The  president  of  the  company  states  that  it  has  not  been  a  par- 
ticipant in  any  syndicate  agreements,  except  that  in  connection 
with  the  purchase  of  50,000  International  &  Great  Northern  Rail- 
road Company  first  mortgage  6  per  cent,  bonds,  purchased  in 
February,  1902,  the  company,  in  consideration  of  the  purchase 
by  special  agreement  received  $382.74  as  a  share  in  the  profits 
made  by  the  syndicate  managers ;  also  in  connection  with  the  pur- 
chase of  373,000  Pennsylvania  Company  3^  per  cent,  gold  trust 
bonds,  purchased  November  i,  1901,  from  Kuhn,  Loeb  &  Com- 
pany, the  company  agreed  to  take  an  additional  75,000  if  called 
upon  to  do  so,  in  consideration  of  which  purchase  and  contingent 
agreement  of  purchase  Kuhn,  Loeb  &  Co.  agreed  to  allow  the  com- 
pany an  interest  in  the  profits,  which  were,  in  fact,  realized  in  the 
sum  of  $1,474.39.     Also  in  connection  with  the  purchase  of  250,- 
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ooo  Atchison,  Topeka  &  Santa  Fe  Railroad  Company  first  mort- 
gage 4  per  cent,  bonds,  purchased  April  24,  1903,  from  Strong, 
Sturgis  &  Company,  the  latter  firm  agreed  to  allow  the  company 
an  interest  in  the  profits  they  should  make  in  the  sale  of  100,000 
of  the  bonds  of  said  issue,  which  profit  was  realized  and  paid, 
amounting  to  $1,732.05. 

In  November,  1905,  the  company  had  in  collateral  loans  out- 
standing $2,406,850,  the  interest  at  the  date  reported  ranging 
from  4  to  6  per  cent. 

It  appears  from  the  statement  furnished  that  this  company 
does  not  invest  in  stocks.  The  company  have  adopted  the  policy 
of  carrying  bank  balances  throughout  the  country,  there  being 
deposit  accounts  kept  in  upward  of  forty  banks,  the  largest  bal- 
ance being  in  the  National  State  Bank  and  the  National  Newark 
Banking  Company,  both  of  Newark,  N.  J. 

COMMISSIONS. 

Participating  40  per  cent,  (on  premium  not  exceeding  15  pay- 
ment premium  same  age)  and  4  per  cent,  on  excess  if  any. 
Non-participating,  25  per  cent. 

RENEWAL  COMMISSIONS. 

Participating  10  per  cent,  (on  premium  not  exceeding  15  pay- 
ments) and  4  per  cent,  on  excess,  for  nine  years;  thereafter  4 
per  cent. 

Non-participating,  4  per  cent. 

An  alternative  method  of  compensation  is  as  follows: 
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To  enable  our  agents  to  accept  brokerage  business  the  com- 
pany, if  requested  in  any  case,  is  willing  to  slightly  increase  the 
commission  on  the  first  year's  premiums,  but  if  this  is 
done  the  renewal  commission  is  decreased  so  that  such 
business  costs  the  company  no  more  on  the  average  than  if  the 
regular  commission  was  allowed.  In  such  cases  the  commission 
on  the  first  year's  premiums  are  graded  from  50  per  cent,  to  12.5 
per  cent.,  and  the  renewal  commissions  are  graded  from  7  per 
cent,  to  4.6  per  cent.  No  general  agent  receives  in  any  way  more 
than  the  commission  provided  for  in  the  enclosed  agreement, 
except  that  when  agencies  are  established  and  the  income  is 
insufficient  to  support  the  agent  and  enable  him  to  properly  develop 
his  territory  the  company  makes  a  special  allowance  for  that 
purpose  until  the  agency  is  on  a  'self-supporting  basis.  Such 
allowances  last  year  averaged  about  $1,700.00  each,  and  are  ter- 
minated whenever  the  company  deems  such  action  proper. 

No  deferred  dividend  policies. 

Mode  of  computing  dividends,  contribution  plan. 


TRAVELERS' INSURANCE  COMPANY,  OF  HARTFORD, 

CONN. 

The  company  have  furnished  the  committee  with  the  following 
documentary  information : 

Addition  to  the  gain  and  loss  exhibit. 

Statement  of  first  year's  expenses. 

Statement  as  to  certain  values  and  paid  up  policies. 
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Mode  of  calculating  annual  and  deferred  dividends. 

Statement  of  expense  for  first  year  of  insurance. 

Contracts  with  agents  and  managers. 

Monthly  bank  deposits. 

Charter. 

By-laws. 

Collateral  loans. 

Securities  loaned. 

Two  rate  books. 

This  company  was  incorporated  in  Connecticut  in  1863,  and  be- 
gan business  in  1866.  The  company  has  a  life  insurance  depart- 
ment, but  a  large  proportion  of  its  activity  is  devoted  to  accident 
insurance. 

It  appears  from  the  company's  statement  that  its  total  book 
value  of  its  stock  and  bond  investments  October- 31,  1905,  were: 

Par  value $20,927,360.48 

Book  value 21,798,282.04 

These  consist  very  largely  of  Municipal,  Railroad  and  Street 
Railway  and  other  corporate  bonds.  The  stock  investments  are 
in  stocks  of  eleven  railiroads,  thirteen  banks  and  in  the  Hartford 
Gas  Security  Company's  preferred  stock. 

On  November  23,  1905,  the  company  had  outstanding  loans 
on  collateral  amounting  to  $860,629.34. 

It  reports  no  participation  in  any  syndicates.  Of  insurance 
in  force  December  31,  1904: 

Non-participating  , $139,445,370 

Annual  dividend  and  deferred  dividend 5,632,142 


6453 


Statements  of  Companies  not  Examined 

of  which  .  J 

Annual  dividend 2,117  poHcies 

Deferred  dividend 974  policies 

Mode  of  apportioning  surplus,  annual  dividends,  contribution 
plan.  As  to  deferred  dividends,  the  company  writes :  "The  ex- 
perience under  these  contracts  is  so  recent  (began  issuing  them 
in  1904)  that  the  company  has  made  no  actual  calculation  as  re- 
gards dividends." 

COMMISSIONS  TO  MANAGERS. 

Participating 50  per  cent,  maximum 

Non-participating 40  "  " 

With  salary,  bonuses,  allowances  for  expenses. 

COMMISSIONS  TO  AGENTS. 

Participating 50  per  cent,  maximum 

Non-participating 40         "  " 

With  renewals  (depending  upon  amount  of  new  premiums  for  the 
year)  of  10  per  cent,  for  three  years  and  5  per  cent,  for  eleven 
years  on  participating  policies  and  5  per  cent,  for  nine  years  on 
non-participating. 
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COLONIAL  LIFE  INSURANCE  COMPANY  OF  AMER- 
ICA, OF  JERSEY  CITY,  N.  J. 

This  company  has  furnished  the  committee  with  the  following 
documentary  information : 

List  of  securities  owned. 

By-Laws. 

Minutes  of  annual  meetings. 

Minutes  of  Board  of  Directors. 

Minutes  of  Executive  Committee. 

Statement  of  loading  and  mortality. 

Schedules  of  commissions. 

Rate  book. 

Industrial  statement. 

Monthly  bank  balances. 

This  company  was  incorporated  in  1897  and  began  business 
in  1898.  It  is  a  stock  company  with  a  capital  stock  of  $250,000, 
having  been  from  time  to  time  increased  to  that  amount  to  meet 
the  requirements  of  the  statute  for  providing  reserve.  Action 
was  initiated  in  July,  1904,  looking  to  a  further  increase  to  the 
amount  of  $400,000. 

The  directors  are  chosen  by  the  stockholders. 

It  appears  from  the  company's  statements  that  they  have  en- 
tered into  no  syndicates  and  that  no  officers  of  the  company 
have  had  individual  relations  to  any  underwritings  or  acquisi- 
tion of  any  of  the  corporate  securities.  That  it  makes  no  col- 
lateral loans  except  to  policyholders.    That  it  has  engaged  to 
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some  extent  in  an  industrial  business,  promising  dividends  in  in- 
dustrial policies  after  the  expiration  of  five  years. 

The  total  disbursements  for  legal  expenses  since  its  organ- 
ization have  been  $10,301.74  of  which  $7,660.24  have  been  paid 
to  the  company's  counsel.  That  the  company  has  made  no  con- 
tributions to  political  campaigns  and  has  made  no  payments  in 
connection  with  any  legislation. 

The  company  does  not  invest  in  stocks;  holds  municipal, 
County,  railroad  and  other  corporate  bonds,  but  held  on  No- 
vember 23,  1905,  municipal  County,  railroad  and  other  corporate 
bonds  amounting  to  $395,000. 

The  company  deposits  its  funds  in  some  twenty-nine  different 
banks  and  trust  companies,  including  Philadelphia  and  New 
York. 

Of  ordinary  insurance  in  force  Dec.  31,  1904: 

Deferred  dividend 86J  per  cent. 

Non-participating 13J  per  cent. 

COMMISSIONS— ORDINARY. 

Deferred  dividend 40         per  cent,  maximum 

Non-participating 331-3  per  cent,  maximum 

RENEWAL  COMMISSIONS. 

Second  year 20  per  cent,  maximum 

Third,  fourth  and  5th  year.  10  per  cent,  maximum 
Concerning    mode    of    computing    dividends,    the    company 

writes:  The  necessity  for  calculating  deferred  dividends  on  our 

policies  has  not  yet  arisen. 
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CONNECTICUT    GENERAL  LIFE    INSURANCE  COM- 
PANY. 

The  company  have  furnished  the  committee  with  the  follow- 
ing documentary  information. 

Rate  book. 

By-Laws. 

Charter. 

Minutes  of  stockholders'  meetings. 

Minutes  of  directors'  meetings. 

Minutes  of  the  Finance  Committee. 

Schedule  of  bonds  owned. 

Securities  owned,  purchased  and  sold. 

Collateral  loans. 

Monthly  bank  balances. 

Legal  expenses. 

Renewal  expenses.  ; 

Addition  to  gain  and  loss  exhibit. 

Statement  as  to  commissions.  ;- 

Agents'  contract. 

Mode  of  calculating  annual  and  deferred  dividends. 

Proportion  annual  and  deferred  dividends. 

Statement  as  to  surrender  values. 

This  company  was  incorporated  in  1865  and  began  business 
that  year.  It  has  a  cash  capital  of  $150,000.  Under  its  charter 
the  company  issues  both  participating  and  non-participating  con- 
tracts of  insurance,  the  directors  being  chosen  by  the  stock- 
holders of  the  company. 
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The  president  makes  afiftdavit  that  during  the  ten  years  last 
past  the  company  has  made  no  contribution  to  any  political 
campaign  fund  and  that  it  in  the  same  period  has  made  no  pay- 
ments in  connection  with  legislation  except  during  the  last  ses- 
sion of  the  Connecticut  Legislature,  the  company,  in  connection 
with  other  companies  in  Hartford  was  represented  by  counsel 
at  a  hearing  of  a  committee  of  the  Legislature  in  the  matter  of 
a  bill  to  reduce  the  tax  on  mutual  assets.  The  amount  paid  for 
this  service  is  not  disclosed. 

The  minutes  of  the  Board  of  Directors  for  the  last  five  years 
show  that  the  practice  was  for  the  board  to  specifically  enter 
upon  the  minutes  the  approval  of  items  of  investment,  the  action 
of  the  Finance  Committee  being  reported  for  such  approval  to 
the  board,  all  investments  described  being  fully  entered  upon  the 
directors'  minutes. 

It  appears  also  that  the  other  business  transactions  of  the 
company  were  reported  in  detail  for  action  by  the  board  and  the 
action  was  fully  entered  upon  the  records.  It  appears  that  the 
Finance  Committee  kept  full  minutes,  entering  in  detail  all  items 
of  investment  including  mortgages. 

The  salaries  of  the  officers  of  the  company  as  fixed  on  May  2, 
1.905,  were  as  follows: 

R.  W.  Huntington,  Jr.,  president $5,ooo 

P.  N.  Woodward,  vice-president 2,000 

G.  E.  Buckley,  secretary  and  actuary 3,000 

E.  B.  Peck,  assistant  secretary 2,700 

F.  E.  Griswold,  superintendent  of  agencies....  3,200 
D.  Van  Schaack,  assist,  sup'tendent  of  agencies.  2,500 
W.  N.  Knight,  medical  adviser 1,000 
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The  company  furnished  in  minute  detail  all  items  of  legal  ex- 
penses for  the  ten  years  last  past. 

It  further  appears  by  affidavit  of  the  president,  that  neither 
company  nor  any  of  its  officers  have  participated  in  any  syndi- 
cate agreements  or  otherwise  underwritten  securities.  That  all 
investments  have  been  out  and  out  purchases  with  no  conditions 
attached  relative  to  holding  or  sale. 

It  is  further  stated  that  in  the  matter  of  investments  in  many 
instances,  authorizations  to  make  investments  appearing  on  the 
minutes  of  the  Finance  Committee,  have  not  been  acted  upon, 
the  poHcy  of  the  company  being  to,  in  many  instances,  obtain  the 
authorization  in  order  that  the  executive  officers  might  be  free 
to  make  the  investment  if  the  conditions  of  the  market  war- 
ranted such  action. 

Investments  of  the  company  other  than  mortgages  in  Novem- 
ber 25,  1905,  consisted  of  municipal.  County,  railroad  and  mis- 
cellaneous bonds  and  stocks. 

Par  value $1,679,500.00 

Cost  1,796,713.97 

Stocks  held  281,360.30 

Cost,  par  value 216,000.00 

Stocks  are  held  in  eleven  banks  or  trust  companies. 

The  company  deposits  in  six  different  banks,  the  largest  de- 
posits being  in  the  First  National  Bank  of  Hartford,  in  which 
it  is  a  stockholder. 

At  the  date  above  mentioned,  there  were  no  collateral  loans 
outstanding. 
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Of  business  in  force  Dec.  31,  1904: 

Annual  dividend 32    2-5  per  cent. 

Deferred  dividend i^         per  cent. 

Non-participating   66  i-io  per  cent. 

Mode  of  apportioning  dividends,  excess  interest  as  percent- 
age of  reserve  and  remainder  as  percentage  of  loading.  For 
explanation  of  mode  of  computing  deferred  dividends,  the  com- 
pany writes: 

Since  1887  this  company  has  issued  no  policies  on  the  deferred 
dividend  plan.  From  the  early  seventies  up  to  that  date  we  is- 
sued two  classes  of  policies  called  the  savings  endowment  A  and 
B  classes,  which  were  ordinary  life  policies  with  a  full  Tontine 
period.  The  tontine  period  for  Class  A  was  20  years,  and  for 
Class  B  10  years.  These  two  classes  were  kept  separately,  as 
far  as  expenses  and  mortality  go,  from  the  rest  of  the  business 
of  the  company,  and  the  division  was  made  at  the  end  of  the 
period  on  the  basis  of  the  reserves ;  that  is  to  say,  the  total  of  the 
reserves  on  Class  A  was  compared  with  the  fund  on  the  same 
classes  and  on  those  policies  reaching  their  twentieth  year,  the 
division  of  the  surplus  to  each  policy  was  in  accordance  with 
the  ratio  which  the  reserves  on  all  policies  held  to  the  total  fund 
in  the  class,  after  reserving  a  certain  proportion  of  the  so-called 
surplus  as  a  provision  against  unfavorable  mortality  or  interest 
in  the  future  years.  It  has  been  customary  to  distribute  from  80 
to  90  per  cent,  of  the  actual  computed  proportion  which  would 
come  to  each  policy  provided  the  class  was  suddenly  to  terminate 
and  the  assets  of  the  class  to  be  immediately  liquidated. 
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Commissions:  Participating,  50  per  cent.,  plus  20  per  cent., 
equals  70  per  cent,  maximum. 

Non-participating,  40  per  cent.,  plus  20  per  cent,  equals  60  per 
cent. 

Renewal  commissions :  Participating,  7^  per  cent. 

Non-participating,  5  per  cent. 

Payable  from  one  to  ten  years,  according  to  amount  of  new 
premiums  for  the  year.  Thereafter  collection  fee  of  5  per  cent, 
and  3  per  cent,  respectively. 

The  company  writes  further  concerning  compensation : 

Our  regular  commissions  to  agents  are  given  under  the  Speci- 
men agent's  contract,  together  with  an  extra  of  the  20  per  cent, 
of  the  first  premiums  to  cover  all  expenses  in  connection  with 
the  business  of  the  agency  for  the  first  year's  premiums. 

We  have  outstanding  three  or  four  contracts  where  the  ex- 
penses exceeded  the  20  per  cent,  on  first  premiums  paid.  These 
are,  however,  with  one  exception,  new  agencies  and  understood 
to  be  temporary  arrangements  made  for  the  purpose  of  starting 
the  company  in  a  location  where  it  is  not  well  known. 

We  have  also  some  contracts  where  a  cash  allowance  is  made 
but  in  no  case  are  these  allowances  permitted  to  permanently 
exceed  20  per  cent,  of  first  premium  collections.  There  is  also 
one  salary  contract  outstanding. 
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NORTH  AMERICAN  LIFE  INSURANCE  COMPANY. 

This  company  has  furnished  the  following  documents  to  the 
Committee : 

Act  of  incorporation  and  amendments,  together  with  by-la'ws. 

Minutes  of  board  of  directors  and  of  annual  meetings  for  ten 
years. 

Minutes  of  executive  committee  for  eight  years. 

Agenda  for  ten  years  past. 

List  of  bonds  and  debentures,  with  names  of  vendors  and  market 
value. 

Stocks  owned  by  the  company,  with  names  of  vendors. 

Real  estate  owned  by  the  company. 

Cost  and  source  of  title. 

List  of  collateral  loans  for  ten  years,  with  names  of  borrowers. 

Monthly  bank  balances  for  five  years  past. 

Statement  of  legal  expenses  for  past  ten  years. 

Also  a  large  number  of  tabular  statements  furnished  by  the 
company's  actuary. 

Numerous  memoranda  relating  to  the  general  cost  of  the  com- 
pany's business  and  relating  to  various  other  companies  in  the  se- 
curities of  which  investments  have  been  made. 

This  company  was  chartered  by  a  special  act  of  the  Canadian 
Parliament  in  1879,  which  act  was  amended  in  1882  and  in  1897. 
Under  the  provisions  of  the  charter  and  certain  general  provisions 
of  Canada  law,  the  company  started  by  a  guaranteed  stock  capital, 
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the  law  providing-  that  this  capital  may  ultimately  be  redeemed 
out  of  the  company's  surplus  after  the  surplus  is  sufficient,  the 
charter  providing  tha.t  each  subscriber  to  the  guarantee  fund  shall 
be  entitled  in  person  or  by  proxy  to  one  vote  for  $ioo  of  sub- 
scription and  every  holder  of  a  policy  upon  the  mutual  principal 
shall  have  one  vote  for  each  $5,000  of  insurance  held  by  him.  No 
proxy  can  vote  unless  the  proxy  is  himself  a  member  qualified  to 
vote. 

The  minutes  of  the  annual  meetings  do  not  show  the  number  of 
voters  attending  or  number  voting.  There  appear  to  have  been 
no  contests ;  it  appears,  however,  by  some  entries  that  there  were 
as  many  as  9,415  votes  cast  for  directors  in  some  instances. 

Minutes  of  the  board  of  directors  record  in  great  detail  the 
transactions  of  the  board,  the  financial  statements  of  the  company's 
condition,  the  actuary's  report  and  other  reports  being  spread  in 
full  upon  the  director's  minutes. 

The  directors  from  time  to  time  determine  the  method  of  dis- 
tributing of  surplus  by  by-laws,  the  by-laws  being  changed  to  con- 
form to  new  situations.  The  action  of  the  directors  in  the  matter 
of  passing  by-laws  and  amending  the  same,  appears  to  have  been 
submitted  at  the  annual  meetings  of  the  corporation. 

The  minutes  of  the  executive  committee  of  this  company  also 
show  the  practice  to  be  to  enter  upon  their  records  in  very  great 
detail  all  transactions.  In  passing,  for  example,  upon  death 
claims,  the  full  particulars  are  recorded,  including  the  cause  of 
death.    All  financial  transactions  are  recorded  in  great  detail. 

It  appears  by  statements  furnished  by  this  company  that  no  con- 
tributions have  ever  been  made  to  any  political  campaign  fund 
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and  that  neither  the  company  nor  any  of  the  officers  on  its  behalf 
have  ever  entered  into  any  underwriting-  syndicates. 

The  company  deposits  in  seven  or  eight  banks,  mostly  in  Can- 
ada. The  company  has  large  holdings  in  bank  stocks,  also  consid- 
erable holdings  in  gas  companies  and  electric  lighting  companies. 
It  also  loans  considerable  amounts  on  collateral.  Its  holdings  are 
exceptionally  large  in  the  Consumers'  Gas  Company,  of  Toronto; 
it  is  also  a  large  holder  in  the  Canada  Permanent  Mortgage  Cor- 
poration. It  is,  however,  stated  that  the  company,  although  large 
holders  of  bank  stocks,  control  no  subsidiary  banks  or  trust  com- 
panies. 

Their  holdings  on  December  i,  1905,  in  municipal  and  other  cor- 
porate bonds  were : 

Par  value $2,489,393.08 

Market   value 2,541,903.22 

Book   value 2,465,831.00 

The  company  reports  a  method  of  auditing ,  their  securities 
whereby  it  appears  that  the  auditors  verify  the  company's  record 
of  mortgages,  stocks  and  collateral  loans  by  procuring  from  mort- 
gagees, vendors,  etc.,  corroborative  statements. 

The  company  reports  insurance  in  force  December  31,  1904,  as 
follows : 

General  policies  (deferred  dividend) 21,874  $30,682,853.00 

General  policies  (five-year  dividend) 485  969,850.00 

General  policies  (non-participating) 1,363  1,957,452.00 

Commercial  policies  (old  plan) 1,800  2,001,500.00 

Industrial  policies 54  8,215.00 

Bonus  additions 10,318.00 

24,784   $35,630,188.00 
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The  following  explanation  as  to  mode  of  computing  dividends 
is  furnished  by  the  company :  , , 

"In  the  matter  of  deferred  dividends,  the  practice  has  been  to 
make  no  apportionment  until  the  completion  of  the  investment  pe- 
riod, the  method  adopted  being  to  distribute  in  proportion  to  the 
premiums  paid  during  such  period.  The  factor  which  fixes  the 
proportion  for  each  division  is  determined  annually  by  Mr.  W.  T. 
Standen,  the  consulting  actuary  of  the  company,  who  has  com- 
plete access  to  all  records  kept. 

"This  plan  was  used  prior  to  the  death  of  Mr.  WilHam  McCabe, 
F.  L.  A. ;  the  late  managing  directors  and  actuary  of  the  company, 
and  the  consulting  actuary  who  then  worked  in  conjunction  with 
him,  has  since  followed  the  same  method. 

As  a  means  of  ascertaining  the  weight,  or  influence  properly 
attaching  to  the  various  surplus  earnings  factors,  it  is  the  custom 
to  construct,  at  typical  ages,  tables  which  are  based,  as  nearly  as  is 
possible  to  do  so,  on  the  actual  experience  of  the  company.  The 
results  so  determined,  while  not  exactly  agreeing  with  the  amounts 
which  have  been  paid,  within  particular  limits,  justify  the  use  of  a 
fixed  percentage  for  all  ages. 

The  company  has  not  issued  policies  with  annual  dividends, 
and  almost  the  entire  deferred  dividend  business  was  issued  with 
the  15  and  20-year  periods." 
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JOHN  HANCOCK  MUTUAL  LIFE   INSURANCE   COM- 
PANY. OF  BOSTON,  MASS. 

This  company  has  furnished  the  following  documentary  infor- 
mation : 

Copy  of  by-laws. 

Copies  of  the  minutes  of  the  annual  meetings. 

Copies  of  the  minutes  of  the  meetings  of  the  directors. 

Copies  of  the  minutes  of  the  finance  committee  and  copy  of  syn- 
dicate agreement. 

Copies  of  minutes  of  the  agency  committee  (which  corresponds 
to  the  executive  committee  of  other  companies.)  These  are  all 
which  could  be  transcribed  in  the  time  afforded,  the  minutes  be- 
ing contained  in  one  book,  making  dictation  necessary  and  speed 
almost  impossible. 

Copies  of  reports  of  auditing  committee  of  directors  as  concern- 
ing negotiable  securities. 

Copies  of  reports  of  salary  committees. 

Printed  pamphlets  containing  reproductions  of  reports  of  direc- 
tors to  policyholders  and  of  examining  committees  of  policy- 
holders. 

Lists  of  securities  owned  by  the  company  on  November  17,  1905, 
and  records  of  collateral  loans  as  requested  and  records  of  monthly 
balances  of  each. 

The  information  asked  for  in  paragraphs  second  and  third  of 
the  Chairman's  letter,  except  as  to  division  of  expenses  on  first 
year's  business,  which  will  be  rendered  later.  Please  note  clause 
"c"  of  third  paragraph,  asking  for  "Specimen  paid-up  policies,  in- 

6466 


Statements  of  Companies  not  Examined 

dustrial  plan."  We  are  unable  to  send  any  such,  as  we  have  had 
no  use  for  such  a  form  and.  have  not  had  one  made  as  yet. 

Book  giving  premium  rates  and  instructions  for  use  in  ordinary 
branch.    Same  for  industrial. 

Specimen  policy  of  each  kind  of  insurance  issued. 

Specimen  circulars  showing  compensation  in  certain  particulars 
to  industrial  (or  weekly  premium)  agency  forces.  There  is  no 
form  of  contract  in  use  for  this  purpose,  except  so  far  as  the  cir- 
culars themselves  may  be  so  considered.  As  to  the  commission 
for  collection  of  premiums  in  that  branch,  the  rate  is  20  per  cent, 
on  the  common  form  of  policy  and  15  per  cent,  on  the  special  adult 
form. 

Specimen  premium  receipt  books  used  in  weekly  premium 
branch. 

List  of  payments  in  connection  with  legislation.  There  have 
been  no  contributions  made,  directly  or  indirectly,  to  caftipaign 
funds  of  any  political  party. 

Syndicate  participations. 

Ix)ans  on  collateral. 

Monthly  cash  balances. 

Bonds  owned. 

This  company  was  incorporated  in  1862.  The  business  of  the 
company  is  very  largely  industrial. 

The  directors  are  chosen  by  vote  of  the  policyholders.  The 
minutes  of  the  annual  meetings  of  the  company  since  1896  show 
that  in  that  year  eighteen  members  of  the  company  voted  for  di- 
rectors. 

In  1897,  twenty  voted. 
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In  1898,  one  hundred  and  thirteen  voted,  but  at  this  annual  meet- 
ing the  by-laws  of  the  company  were  amended,  devolving  upon  the 
directors  a  control  and  management  of  the  company  and  distribu- 
tion of  surplus  funds,  together  with  other  amendments. 

At  the  annual  meeting  of  1899,  forty  votes  were  cast.. 

At  the  annual  meeting  of  1900,  fifty-seven  votes  were  cast. 

At  the  annual  meeting  of  1901,  thirty-two  votes  were  cast. 

At  the  annual  meeting  of  1902,  thirty-eight  votes  were  cast. 

At  the  annual  meeting  of  1903,  thirty-four  votes  were  cast. 

And  at  a  special  meeting  had  in  August,  1903,  held  for  amend- 
ing the  by-laws,  thirty-eight  poHcyholders  attended.  At  this 
meeting  the  by-laws  were  radically  amended  in  several  particulars. 
At  the  annual  meeting  in  1904,  there  were  present  and  voting, 
thirty-eight  members  of  the  company.  At  the  annual  meeting  of 
1905,  there  were  present  and  voting,  sixty-five  members  of  the 
company.  There  appears  to  have  been  no  contests  at  any  of  the 
annual  meetings,  all  elections  and  all  proposed  amendments  to  the 
by-laws  having  been  unanimous. 

The  directors  of  the  company  meet  monthly.  The  minutes  show 
that  the  records  of  the  agency  and  finance  committee  were  read  at 
the  monthly  meetings  of  the  directors  and  accepted. 

It  appears  by  the  minutes  that  the  salaries  of  the  officers  are  an- 
nually fixed  by  the  directors  upon  a  special  report  made  by  a  spe- 
cial salary  committee.  As  fixed  for  1905,  the  salaries  are  as  fol- 
lows: 

President    $30,000.00 

Vice-president 15,000.00 

Second  vice-president 15,000.00 
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Third   vice-president 10,000.00 

Treasurer    10,500.00 

Actuary    8,500.00 

Secretary    8,000.00 

Medical  director 9,500.00 

Assistant  medical  director 7,500.00 

Assistant  treasurer 6,000.00 

Assistant   secretary 5,000.00 

Superintendent  of  agencies 6,500.00 

Directors,  for  each  meeting 25.00 

Committees,  for  each  meeting 25.00 

The  fees  for  committee  meetings  having  reference  to  commit- 
tees of  directors  not  under  salaries : 

Members  of  the  salary  committee . .  $5,000.00 

Members  of  the  agency  committee .  .  5,000.00 
Members  of  the  building  committee 

for  services  to  Mr.  Blaney 5,000.00 

To  other  members 1,250.00 

The  minutes  of  the  finance  committee  record  in  great  detail  all 
of  the  company's  investments  and  purchases  of  stocks  and  bonds. 
The  company  has  also  furnished  full  details  of  collateral  loans 
made  for  ten  years  last  past,  which  are  very  few  each  year.  Most 
of  these  are  at  rates  of  interest  above  4  per  cent.,  some  in  excess  of 
6  per  cent.  Very  few  collateral  loans  have  been  made  at  as  low 
a  rate  as  3  per  cent. 

The  company  has  furnished   itemized  statements  of  all  pay- 
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ments  made  for  legislative  expenses  from  1896  to  1904,  inclusive; 
the  total  of  such  expense  being  for  counsel  fees  in  various  States. 

For  1896 $448.43 

For  1897 4.461.46 

For  1898 2,269.56 

For  1899 25.00 

For  1900 5,420.48 

For  1901 3,104.34 

For  1902 594-97 

For  1903 14,973-77 

For  1904 1,782.38 

The  company  have  furnished  in  great  detail  statements  of  all 
securities  held  by  them  November  17,  1905,  showing  book  value^ 
par  value,  date  of  purchase,  price  paid  and  name  of  vendors  in 
each  case.  Substantially  all  the  investments  of  the  company  are 
in  mortgage  loans  and  in  municipal  and  other  corporate  bonds. 
The  total  book  value  of  bond  investments  November  17,  1905, 
was  $16,381,199.35. 

The  company  have  also  furnished  full  records  for  1904  and 
1905  of  the  proceedings  of  the  agency  committees;  also  full  min- 
utes for  1904  of  meetings  of  Finance  Committee,  which  show  in 
great  detail  the  financial  transactions  of  the  company. 

The  statement  of  the  company  of  monthly  cash  balances  in 
bank  show  accounts  in  some  thirty-four  different  banks  in 
various  parts  of  the  country,  the  larger  balances  being  kept  in 
the'  First  National,  the  Elliott  National  and  the  Shoe  &  Leather 
National  Bank  of  Boston. 
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Information  concerning  lapses  is  given  as  follows : 

Average  rate  of  lapses  in  first  three  months  after  insurance 

was  written,  same  for  second,  third  and  fourth  quarters: 

Industrial.  Ordinary. 

1st  3  months 24%'] 

2d    3  months r 13%  [  3%  in  whole 

3d    3  months 7%\  first  year. 

4th  3  months 4% J 

Also  rate  of  lapse  in  second  year  after  insurance  was  written, 

same  for  3d,  4th  and  5th. 

Industrial.  Ordinary. 

2d    year 8%  18% 

3d    year 4%  7% 

4th  year 3%}  Become  paid  up  by 

5th  year 2%\  law  automatically. 

Item,  1904.    Insurance  in  force. 

Ordinary.                                        No.  Amount. 

Life    52,666  $93,772,803.00 

Endowment   14.952  22,669,409.00 

All  others 2,177  6,661,184.00 

69,795  $123,103,396.00 

Industrial.  Pols.  Amount. 
I.     Increasing    life    and    en- 
dowment    14,090  $565,000.00 

2.  'Infantile  Hfe 209,891  12,340,000.00 

3.  Adult  whole  life 1,210,121  209,216.035.00 

4.  Young    people's    endow- 

ment    .  •  ■ .  

5.  20    year    term    and    en- 

dowment          40,297  10,948,732:00 

1,474,399  $233,069,767.00 
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BANK  BALANCES  OF 

THE  EQUITABLE  LIFE  ASSURANCE  SOCIETY 

OF  THE 

UNITED  STATES. 

1904. 

CASH  BALANCES  IN  BANKS  AND  TRUST  COMPANIES 

AT  THE  CLOSE  OF  BUSINESS  ON  JAN.  30,  1904. 

National  Bank  of  Commerce  in  New  York.  .   $9,387,723.40  2% 

Mercantile  Trust  Co 8,989,879.57  2% 

The  Equitable  Trust  Co.,  of  New  York 13,372,832.83  2% 

Fifth  Avenue  Trust  Co 500,000.00  2% 

Knickerbocker  Trust  Co 162,101.12  2% 

Union  Exchange  Bank,  New  York 25,000.00  2% 

National  Bank  of  Redemption,  Boston 83,633.98  2% 

New  England  National  Bank,  Boston 150,424.79  2% 

First  National  Bank,  Denver 675,411.43  3% 

The  Franklin  Nat.  Bank,  Philadelphia,  Pa. . .         501,727.23  2% 

Commercial  Trust  Co.,  Philadelphia,  Pa 2,435,629.46  3% 

The  Union  Trust  Co.,  of  Pittsburg 532,401.75  3% 

Fidelity  Trust  Co.,  Newark,  N.  J 1,605,192.78  2% 

Union  National  Bank  of  Newark,  N.  J 200,995.24  2% 

Bank  of  Montreal,  Montreal,  Canada 63,052.69  2% 

Mellon  National  Bank,  Pittsburg 250,000.00  "3% 

First  National  Bank  of  Chicago. 537,444.76  2% 

Hibernia  Bank  &  Trust  Co.,  of  New  Orleans .        198,111.85  2% 

National  Bank  of  Commerce,  St.  Louis 5.03  2% 

The  Equitable  Trust  Co.,  Annuity  Account. .            6,421.28  2% 

$39>677,989-i9 
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CASH  BALANCES  IN  BANKS  AND  TRUST  COMPANIES 
AT  THE  CLOSING  OF  BUSINESS  ON  FEB.  29,  1904. 

National  Bank  of  Commerce  in  New  York .. .   $8,511,523,93  2% 

Mercantile  Trust  Co 7,361,228.24  2% 

The  Equitable  Trust  Co.,  of  New  York 12,512,663.67  2% 

Fifth  Avenue  Trust  Co 500,124.39  2% 

Union  Exchange  Bank,  New  York 25,000.00  2% 

National  Bank  of  Redemption,  Boston 112,262.24  2% 

New  England  National  Bank,  Boston 141,773.43  2% 

First  National  Bank,  Denver 702,902.16  3% 

The  Franklin  Nat.  Bank,  Philadelphia,  Pa. . .        502,455.97  2% 

Commercial  Trust  Co.,  Philadelphia,  Pa. . . .     2,431,379.75  '  ^% 

The  Union  Trust  Co.,  of  Pittsburg 532,659.97  zfo 

Fidelity  Trust  Co.,  Newark,  N.  J. . . ; 1,607,689.24  2% 

Union  National  Bank,  of  Newark,  N.  J 200,222.40  2% 

Bank  of  Montreal,  Montreal,  Canada 57,172.82  2% 

Mellon  National  Bank,  Pittsburg 250,000.00  3% 

First  National  Bank  of  Chicago 529,050.65  2% 

Hibernia  Bank  &  Trust  Co.,  of  New  Orleans.        188,604.30  2% 

The  Equitable  Trust  Co.,  Annuity  Account. .           12,070.47  2% 

$36,178,783.63 
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CASH  BALANCES  IN  BANKS  AND  TRUST  COMPANIES 
AT  THE  CLOSING  OF  BUSINESS  ON  MARCH  31,  1904. 

National  Bank  of  Commerce  in  New  York. .  .   $8,640,400.10  2% 

Mercantile  Trust   Co 7,714,032.78  2% 

The  Equitable  Trust  Co.,  of  New  York 13,498,357.90  2% 

Fifth  Avenue  Trust  Co 509,668.25  2% 

Union  Exchange  Bank,  New  York •       25,000.00  2% 

National  Bank  of  Redemption,  Boston 82,856.08  2% 

New  England  National  Bank,  Boston 145,886.66  2% 

First  National  Bank,  Denver 719,917.28  3% 

The  Franklin  Nat.  Bank,  Philadelphia,  Pa. .        503,309.36  2fo 

Commercial  Trust  Co.,  Philadelphia,  Pa 2,451,256.81  3% 

The  Union  Trust  Co.,  of  Pittsburg 516,811.21  3% 

Fidelity  Trust  Co.,  Newark,  N.  J 1,605,874.67  2% 

Union  National  Bank  of  Newark,  N.  J 199,722.73  2% 

Bank  of  Montreal,  Montreal,  Canada 69,124.94  2% 

Mellon  National  Bank,  Pittsburg 250,000.00  3^0 

First  National  Bank  of  Chicago 482,352.63  2% 

Hibernia  Bank  &  Trust  Co.,  of  New  Orleans.        241,775.50  2% 

The  Equitable  Trust  Co.,  Annuity  Account. .  5,021.03  2fo 

$37,661,367.93 
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CASH  BALANCES  IN  BANKS  AND  TRUST  COMPANIES 
AT  THE  CLOSING  OF  BUSINESS  ON  APRIL  30,  1904. 

National  Bank  of  Commerce  in  New  York. . .  $8,998,191.97  2% 

Mercantile  Trust  Co 8,800,381.25  2% 

The  Equitable  Trust  Co.,  of  New  York 13,718,986.51  2% 

Fifth  Avenue  Trust  Co 504,791.80  2% 

Union  Exchange  Bank,  New  York 25,000.00  2% 

National  Bank  of  Redemption,  Boston 83,474.03  2% 

New  England  National  Bank,  Boston 150,142.79  2% 

First  National  Bank,  Denver 700,761.17  3% 

The  Franklin  Nat.  Bank,  Philadelphia,  Pa. .        504,109.12  2% 

Commercial  Trust  Co.,  Philadelphia,  Pa 2,477,545.04  3% 

The  Union  Trust  Co.,  of  Pittsburg 525,091.03  3% 

Fidelity  Trust  Co.,  Newark,  N.  J 1,607,242.50  2% 

Union  National  Bank  of  Newark,  N.  J 199,071.39  2% 

Bank  of  Montreal,  Montreal,  Canada 67,101.69  2% 

Mellon  National  Bank,  Pittsburg 250,000.00  3% 

First  National  Bank  of  Chicago 527,815.85  2% 

Hibemia  Bank  &  Trust  Co.,  of  New  Orleans.        224,688.46  2% 

National  Bank  of  Commerce,  St.  Louis....  7.19  2% 

The  Equitable  Trust  Co.,  Annuity  Account.  .  6,863.29  2% 

$39,371,265.08 
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CASH  BALANCES  IN  BANKS  AND  TRUST  COMPANIES 
AT  THE  CLOSING  OF  BUSINESS  ON  MAY  31,  1904. 

National  Bank  of  Commerce  in  New  York ..  .   $9,337,560.92  2% 

Mercantile  Trust  Co 8,513,691.11  2% 

The  Equitable  Trust  Co.,  of  New  York 13,579,750.10  2% 

Fifth  Avenue  Trust  Co 501,109.65  2% 

Union  Exchange  Bank,  New  York 25,000.00  2% 

First  National  Bank  of  Boston 67,275.18  2% 

New  England  National  Bank,  Boston 149,251.68  2% 

First  National  Bank,  Denver 713,686.00  3% 

The  Franklin  Nat.  Bank,  Philadelphia,  Pa. .        504,965.40  2% 

Commercial  Trust  Co.,  Philadelphia,  Pa 2,421,152.21  3% 

The  Union  Trust  Co.,  of  Pittsburg 508,362.36  3% 

Fidelity  Trust  Co.,  Newark,  N.  J 1,598,462.73  2% 

Union  National  Bank  of  Newark,  N.  J 198,378.66  2% 

Bank  of  Montreal,  Montreal,  Canada 53,469.81  2% 

Mellon  National  Bank,  Pittsburg 250,000.00  3% 

First  National  Bank  of  Chicago 558,500.41  2% 

Hibernia  Bank  &  Trust  Co.,  of  New  Orleans.        237,570.77  2% 

National  Bank  of  Commerce,  St.  Louis 3>3iO-73  2% 

The  Equitable  Trust  Co.,  Annuity  Account. .  4,071.69  2% 

$39,225,569-42 
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CASH  BALANCES  IN  BANKS  AND  TRUST  COMPANIES 
AT  THE  CLOSING  OF  BUSINESS  ON  JUNE  30,  1904. 

National  Bank  of  Commerce  in  New  York .. .  $9,860,490.60  2% 

Mercantile  Trust  Co 9,592,824.22  2% 

The  Equitable  Trust  Co.,  of  New  York 11,993,546.44  2% 

Fifth  Avenue  Trust  Co 501,488.93  2% 

Union  Exchange  Bank,  New  York 25,000.00  2% 

First  National  Bank  of  Boston 84,101.98  2% 

New  England  National  Bank,  Boston 151,344.24  2% 

First  National  Bank,  Denver 751,764.85  3% 

The  Franklin  Nat.  Bank,  Philadelphia,  Pa. . .        505,795.37  29^0 

Commercial  Trust  Co.,  Philadelphia,  Pa 2,449,088.70  3% 

The  Union  Trust  Co.,  of  Pittsburg 458,976.97  3% 

Fidelity  Trust  Co.,  Newark,  N.  J 1,591,187.75  2% 

Union  National  Bank  of  Newark,  N.  J 197,866.71  2% 

Bank  of  Montreal,  Montreal,  Canada 65,897.54  2% 

Mellon  National  Bank,  Pittsburg 250,000.00  3% 

First  National  Bank  of  Chicago 514,686.66  2% 

Hibernia  Bank  &  Trust  Co.,  of  New  Orleans .        236,487.09  2% 

National  Bank  of  Commerce,  St.  Louis 574-88  2% 

The  Equitable  Trust  Co.,  Annuity  Account. .  7,47976  2% 

$39,238,602.69 
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CASH  BALANCES  IN  BANKS  AND  TRUST  COMPANIES 
AT  THE  CLOSING  OF  BUSINESS  ON  JULY  30,  1904. 

National  Bank  of  Commerce  in  New  York. . .   $7,898,809.35  2% 

Mercantile  Trust  Co 8,960,888.51  2% 

The  Equitable  Trust  Co.,  of  New  York 9,998,854.06  2% 

Fifth  Avenue  Trust  Co 502,274.52  2% 

Union  Exchange  Bank,  New  York 25,000.00  2% 

First  National  Bank  of  Boston 90,766.81  2% 

New  England  National  Bank,  Boston 154,775.64  2% 

First  National  Bank,  Denver 766,376.21  3% 

The  Franklin  Nat.  Bank,  Philadelphia,  Pa..        506,655.37  2% 

Commercial  Trust  Co.,  Philadelphia,  Pa 2,445,959.53  3% 

The  Union  Trust  Co.,  of  Pittsburg 504,689.03  3% 

Fidelity  Trust  Co.,  Newark,  N.  J 1,593,811.56  2% 

Union  National  Bank  of  Newark,  N.  J 196,094.10  2% 

Bank  of  Montreal,  Montreal,  Canada 79,811.95  2% 

Mellon  National  Bank,  Pittsburg 250,000.00  3% 

First  National  Bank  of  Chicago 529,978.74  2% 

Hibemia  Bank  &  Trust  Co.,  of  New  Orleans .        229,951.21  2% 

National  Bank  of  Commerce,  St.  Louis 3,862.20  2% 

The  Equitable  Trust  Co.,  Annuity  Account.  .  1,645.13  2% 

$34,740,203.92 
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CASH  BALANCES  IN  BANKS  AND  TRUST  COMPANIES 
AT  THE  CLOSING  OF  BUSINESS  ON  AUG.  31,  1904. 

National  Bank  of  Commerce  in  New  York ..  .   $2,783,841.15  2% 

Mercantile  Trust  Co 8,813,480.40  2% 

The  Equitable  Trust  Co.,  of  New  York 9,420,451.77  2% 

Fifth  Avenue  Trust  Co 500,545.91  2% 

Union  Exchange  Bank,  New  York 25,000.00  2% 

First  National  Bank  of  Boston 101,441.92  2% 

New  England  National  Bank,  Boston 153,184.48  2% 

First  National  Bank,  Denver 786,956.53  3% 

The  Franklin  Nat.  Bank,  Philadelphia,  Pa. . .        507,488.14  2% 

Commercial  Trust  Co.,  Philadelphia,  Pa 2,440,972.17  3% 

The  Union  Trust  Co.,  of  Pittsburg 502,877.50  3% 

Fidelity  Trust  Co.,  Newark,  N.  J 1,575,095.82  2% 

Union  National  Bank  of  Newark,  N.  J 196,094.10  2% 

Bank  of  Montreal,  Montreal,  Canada 86,194.68  2% 

Mellon  National  Bank,  Pittsburg 250,000.00  3% 

First  National  Bank  of  Chicago 543,887.58  2% 

Hibernia  Bank  &  Trust  Co.,  of  New  Orleans .        210,113.14  2% 

National  Bank  of  Commerce,  St.  Louis 3,124.16  2% 

The  Equitable  Trust  Co.,  Annuity  Account. .            7,383.02  2% 

$33,908,132.47 
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CASH  BALANCES  IN  BANKS  AND  TRUST  COMPANIES 
AT  THE  CLOSING  OF  BUSINESS  ON  SEPT.  30,  1904. 

National  Bank  of  Commerce  in  New  York .. .  $7,828,046.40  2% 

Mercantile  Trust  Co. 8,439,037.14  2% 

The  Equitable  Trust  Co.,  of  New  York 9,441,080.33  2^0 

Fifth  Avenue  Trust  Co 500,1 17.78  2% 

Union  Exchange  Bank,  New  York 25,000.00  2% 

First  National  Bank  of  Boston 105,172.54  2% 

New  England  National  Bank,  Boston 152,490.49  2% 

First  National  Bank,  Denver 762,523.97  3% 

The  Franklin  Nat.  Bank,  Philadelphia,  Pa. . .        508,350.03  2% 

Commercial  Trust  Co.,  Philadelphia,  Pa....     2,434,796.62  3% 

The  Union  Trust  Co.,  of  Pittsburg 468,161.86  2)7° 

Fidelity  Trust  Co.,  Newark,  N.  J 1,572,080.61  2% 

Union  National  Bank  of  Newark,  N.  J 196,094.10  2% 

Bank  of  Montreal,  Montreal,  Canada 80,359.09  2% 

Mellon  National  Bank,  Pittsburg 250,000.00  3% 

First  National  Bank  of  Chicago 515,012.66  2% 

Hibernia  Bank  &  Trust  Co.,  of  New  Orleans .        252,934.34  2% 

National  Bank  of  Commerce,  St.  Louis 3,884.46  2fo 

The  Equitable  Trust  Co.,  Annuity  Account. .  27,783.77  2% 

$33>S62,926.i6 
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CASH  BALANCES  IN  BANKS  AND  TRUST  COMPANIES 
AT  THE  CLOSING  OF  BUSINESS  ON  OCT.  31,  1904. 

National  Bank  of  Commerce  in  New  York. . .  $5,772,863.20  2% 

Mercantile  Trust  Co 7,761,282.14  2% 

The  Equitable  Trust  Co.,  of  New  York 10,255,230.00  2% 

Fifth  Avenue  Trust  Co 503,925.49  2% 

Union  Exchange  Bank,  New  York 25,000.00  2% 

First  National  Bank  of  Boston 86,272.67  2% 

New  England  National  Bank,  Boston 156,488.17  2% 

First  National  Bank,  Denver 786,575.82  3% 

The  Franklin  Nat.  Bank,  Philadelphia,  Pa. . .  509,213.44  2% 

Commercial  Trust  Co.,  Philadelphia,  Pa 2,477,241.95  3% 

The  Union  Trust  Co.,  of  Pittsburg 462,753.48  3% 

Fidelity  Trust  Co.,  Newark,  N.  J i;567,335.52  2% 

Union  National  Bank  of  Newark,  N.  J 197,086.34  2% 

Bank  of  Montreal,  Montreal,  Canada 85,474.86  2% 

Mellon  National  Bank,  Pittsburg 250,000.00  3% 

First  National  Bank  of  Chicago 546,553.87  2% 

Hibernia  Bank  &  Trust  Co.,  of  New  Orleans.  241,658.67  2% 

National  Bank  of  Commerce,  St.  Louis 5,961.04  2% 

The  Equitable  Trust  Co.,  Annuity  Account. .  2,280.84  2% 


/ 


$31,693,197.50 
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Statements  of  Companies  not  Examined 

CASH  BALANCES  IN  BANKS  AND  TRUST  COMPANIES 
AT  THE  CLOSING  OF  BUSINESS  ON  NOV.  30,  1904. 

National  Bank  of  Commerce,  New  York $6,670,249.11  2% 

Mercantile   Trust  Co 7,829,584.95  2% 

Equitable  Trust  Co 1 1,285,440.06  2% 

Fifth  Avenue  Trust  Co 504,146.38  2% 

Union  Exchange  Bank,  New  York 25,000.00  2% 

First  National  Bank,  Boston 88,715.55  2% 

New  England  National  Bank,  Boston 156,600.22  2% 

First  National  Bank,  Denver 762,129.52  3% 

Franklin  National  Bank,  Philadelphia 510,050.48  2% 

Commercial  Trust  Co.,  Philadelphia 2,502,443.19  3% 

Union  Trust  Co.,  Pittsburg 551,238.56  3% 

Fidelity  Trust  Co.,  Newark 1,567,316.66  2% 

Union  National  Bank,  Newark 192,962.90  2% 

Bank  of  Montreal,  Montreal,  Canada 85,844.04  2% 

Mellon  National  Bank,  Pittsburg 250,000.00  3% 

First  National  Bank,  Chicago 525,342.56  2% 

Hibernia  Bank  &  Trust  Co 230,452.85  2% 

National  Bank  of  Commerce,  St.  Louis 607.00  2% 

Equitable  Trust  Co.,  Annuity  Account 3,814.09  2% 

$33,741,938.12 
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Statements  of  Companies  not  Examined 

CASH  BALANCES  IN  BANKS  AND  TRUST  COMPANIES 
AT  THE  CLOSING  OF  BUSINESS  ON  DEC.  31,  1904. 

National  Bank  of  Commerce  in  New  York. . .  $3,170,923.43  2% 

Mercantile  Trust  Company 5)015)950-95  2% 

Equitable  Trust  Co 5,392,679.19  2% 

Fifth  Avenue  Trust  Co 755.673.71  2% 

Union  Exchange  Bank,  New  York 25,000.00  2% 

First  National  Bank  of  Boston 1 13,278.57  2% 

New  England  National  Bank,  Boston 159,181.99  2% 

First  National  Bank,  Denver 741,309.56  3% 

Franklin  National  Bank,  Philadelphia 510,916.13  2% 

Commercial  Trust  Co.,  Philadelphia 2,527,787.65  3% 

Union  Trust  Co.,  Pittsburg 528,084.85  3% 

Fidelity  Trust  Co.,  Newark 569,895.65  2% 

Union  National  Bank,  Newark 191,608.02  2% 

Bank  of  Montreal,  Montreal,  Canada 73,831.20  2% 

Mellon  National  Bank,  Pittsburg 250,000.00  3% 

First  National  Bank,  Chicago 545,699.50  2% 

Hibernia  Bank  &  Trust  Co 254,241.38  2% 

Equitable  Trust  Co.,  Annuity  Account 23,833.27  2% 

$20,849,895.05 
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